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PREFACE TO SECOND EDITION 


Ts APPEARANCE of a second edition of this study of 
the Soviet economy less than four years after publication of the first 
edition is the result of several factors. First, the swift pace of events 
since mid-1950 has illuminated many formerly obscure facets of the 
Soviet economy and — particularly since Stalin's death — raised a 
number of new major problems. Second, the almost unanimously 
kind reception given to the first edition by noncommunist reviewers 
has encouraged the author's belief that a comprehensive study of this 
type meets a real need. Third, government officials, college teachers, 
and others concerned with the Soviet economy have suggested that 
bringing the volume up to date would greatly increase its usefulness. 

In preparing this second edition, the emphasis has been upon the 
inclusion of material dealing with developments from mid-1950 to 
mid-1954, as well as material dealing with earlier periods which be- 
came available only after the manuscript of the first edition had been 
completed. Though the basic skeleton of the volume has remained 
unchanged — having been found sound by the great majority of those 
who have been kind enough to communicate their opinions to the 
author — this present edition is able to report on the nature and prog- 
ress of the Fifth Five-Year Plan, the changes in economic policy 
following Stalin's death, the struggle over East-West trade, Soviet 
progress in nuclear physics and other branches of weapons develop- 
ment, and the like. In addition, where appropriate, account has been 
taken of that rich source of data, the formerly secret Soviet Eco- 
nomic Plan for 1941. 

The author must express his gratitude to Leon Herman, who has 
made many helpful suggestions in connection with this revision, as 
well as to other friends who have helped on particular points. The 
author's wife and children have once again uncomplainingly borne 
the burdens of family life, made most complicated by the exigencies 
of this revision. 
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Mrs. Lucy Earisman of Prentice-Hall has given generously of her 
time and energy to this revision. Aline E. Blumner has again ex- 
cellently performed the onerous chores connected with typing the 
index. Ruth B. Schwartz, William D. Schwartz, and John L. 
Schwartz assisted in reading proofs. The author's thanks are ex- 
tended to all these invaluable helpers. 


PORT CHESTER, N, Y. Harry Schwartz. 
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CHAPTERI 


THE RESOURCE BACKGROUND 


Many ELEMENTS COMBINE to fashion the economy of a 
large state such as the Soviet Union. This chapter will be concerned 
with some of the most fundamental of these elements. It will treat 
the physical setting of Soviet life, the availability and distribution of 
major natural resources, and the composition of the population. 
These are the basic physical and human resources at the foundation 
of the Soviet economy. Such other important factors as the economic 
development of Czarist Russia, the changing technology of produc- 
tion, the political and economic organization of the USSR, and so 
on, will be considered later in this volume. 

The pattern of Soviet resources must be regarded from a dynamic 
rather than a static point of view. As do other modern industrial 
countries, the USSR regards limitations imposed upon it by terrain, 
climate, or soil as barriers to be removed or circumvented. Thus 
deserts can be irrigated, poor land fertilized, and mountains pierced 
by tunnels, where the required technologies are possessed, if the 
advantages to be gained outweigh the costs. Similarly the mineral 
wealth of a major nation is constantly changing in response to such 
factors as discoveries of new deposits, depletion of old ones, and 
scientific advances affecting the production or use of different 
minerals. Finally, human beings are perhaps the most changeable 
resource of all. Given the proper training, the ignorant shepherd 
boy can be turned into a skilled engineer, and within broad limits 
the location pattern of a country’s population can be so altered as to 
shift workers to where they are needed most. These and other 
dynamic possibilities have been employed by the Soviet regime in 
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its economic development to date. Similar dynamism in resource 
utilization is to be expected in the future. 


The Physical Setting 


Two facts stand out in any consideration of the USSR's physical 
geography: the vast size of the country and the enormous variety of 
natural conditions contained within it. The Soviet Union forms the 
largest contiguous land and water area ruled by one government. 
Its area of about 8,436,000 square miles is almost three times as large 
as the continental area of the United States, comprising about one 
seventh of the total land surface of the earth; almost one sixth if we 
exclude areas covered by ice caps. North to south, Soviet territory 
stretches over 2,700 miles, and east to west about 7,000 miles. Oc- 
cupying a large segment of Eastem Europe and all of Northern 
Asia, the USSR has land borders with countries from Poland to China 
and Korea as well as about 28,000 miles of coastline, mainly on the 
Arctic and Pacific oceans but also on the Baltic, Black, and Caspian 
seas) Both its size and its location have played important roles in 
its political, economic, and military history. 

The Soviet Union has an enormous variety of natural conditions. 
The range of climate permits both the raising of reindeer near the 
Arctic Circle and the growing of tea and citrus fruit in subtropical 
southern areas. Its mountains are among the highest in the world — 
Mount Stalin rises almost 25,000 feet above sea level — but it also 
has the great Caspian depression. Deserts cover large areas and 
must be irrigated to produce crops; bogs and swamps abound in 
other regions, requiring large-scale drainage projects before the land 
can be farmed. Such contrasts could be multiplied many times to 
illustrate the complexity of the physical geography. 

In the following sections we shall consider specific aspects of the 
USSR's physical geography and natural resources from transporta- 
tion, agricultural, and industrial points of view, in that order. 

From the standpoint of transportation, the vital elements to be 
considered are topographical that is, the pattern of mountains, 
plains, and other land forms; the extent and distribution of rivers, 


1S. S. Balzak, et al, Economic Geography of the USSR, p. 1. New York: 
Macmillan, 1949. Pravda, May 2, 1954. 
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lakes, and other internal waterways; and land and water routes for 
foreign trade. 


Soviet Topography 


The dominating feature of the USSR’s topography is the great 
plain — hilly in some parts, level in others — that stretches from the 
country's western borders in the heart of Europe eastward to the 
Yenisey River in the middle of Asia. Most of this plain is less than 
1,000 feet above sea level. The Ural Mountains separate it into two 
parts, but they offer no more serious obstacle to land transportation 
than the Appalachian Mountains to movement from the Atlantic 
seaboard to the Mississippi Valley. On the west the Urals usually 
slope gently; they have many low passes; and their peaks seldom 
rise above 3,000 feet, though the highest is over 6,000 feet above sea 
level. 

Obviously such a vast and relatively level area invites movement 
over it by men on foot or on horse. It offers tempting conditions for 
the building of roads and railroad lines, though the absence of rock 
for ballast is a handicap. In the Western Siberian Lowland, the 
Asiatic portion of this plain, height above sea level varies only a few 
hundred feet over distances of more than 1,500 miles. Little wonder 
that a major portion of Russian history is occupied with the sagas of 
great migrations, north and south, east and west, over this immense 
plain. 

An important extension of the great Russian plain southward is 
the Central Asiatic Lowland, an area of deserts, oases, and irrigated 
sections. Historically the home of non-Russian Moslem peoples 
primarily engaged in pastoral livestock-tending, under the Soviet 
regime this territory has become an important region of settled 
agriculture and industry. 

Land transportation is more difficult in the mountainous areas, 
which form roughly one fifth of the USSR’s territory. Mountains 
and upland regions bound much of the central Russian plain and 
its extension in Central Asia. Most of these are in the southern and 
eastern portions of the country, though the Carpathian Mountains 
are in the southwest at the Czechoslovak border and the Karelian 
uplands adjoin Finland. 

West of the Caspian Sea, the Caucasian and Crimean Mountains 
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are important terrain features. Farther east, beyond the Kara Kum 
Desert, most of the southern border of the USSR is fringed by moun- 
tain and highland areas, including the towering Pamir, Tyan-Shan, 
and Altay ranges among others. North of these mountains and 
stretching east from the Yenisey to the Pacific is an area with com- 
plex topography, most of it upland and mountain country with many 
plateaus and high hills. The Central Siberian Plateau, the Verkhoy- 
ansk Range, and the Northeastern Mountain Complex are among 
the main sectors of this vast area. 

Bulky commodities can usually be moved more cheaply. by water 
than by land, particularly over long distances; thus it is not strange 
that the extensive internal waterways of the USSR are an important 
link in its present transportation system and have much potentiality 
for greater use in the future. There are about 100,000 rivers with 
basins of more than 100 square kilometers, and thousands of lakes. 
In the main the most important rivers run north and south, a factor 
which limits their usefulness, since a very large proportion of Soviet 
freight is shipped east or west. Virtually all the Soviet Union's 
northern and eastern boundaries are formed by the Baltic Sea, the 
polar seas, and the Pacific Ocean. In the south the USSR has long 
coastlines on both the Caspian and Black Seas. 

The usefulness of these waterways for transportation is limited, 
however, by the fact that the great majority of them freeze over 
during part of each year. In the extreme north, ice makes water 
passages unusable often for eight or nine months each year. Even 
the Amu Darya in Central Asia is frozen two to three months each 
year. 

Economically, the most important river is the Volga, which an- 
nually carries the largest freight volume of any inland waterway. 
This river rises in the swamp country north of Moscow and empties 
into the Caspian Sea, after traversing some 2,300 miles. Among the 
major cities on the Volga are Gorky, Kazan, Kuibyshev, Saratov, 
and Stalingrad. Oil and food products are carried north up the river; 
timber and manufactured products are the main types of south- 
bound freight. 

Other major riverways in the European USSR include the Kama, 
a tributary of the Volga; the Northem Dvina, which reaches the 
White Sea at Archangel and carries much of Soviet timber; and, in 
the south, the Dnepr and Dnestr Rivers, which flow into the Black 
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Sea, and the Don, which flows into the Sea of Azov. The Soviet 
Union, like Czarist Russia before it, has been active in building 
canals and deepening river channels in order to connect many of 
the major rivers and lakes in this area. This has been done to make 
possible increased east-west water traffic and to permit ships entering 
ports in the north or in the south to penetrate deep into the con- 
tinental plain. Thus Moscow is connected with the Volga basin by 
a major canal and linked with the Arctic Ocean and the Leningrad 
area by the Mariinsk Canal system and the Baltic-White Sea Canal. 

The opening of the Volga-Don Canal in mid-1952 greatly in- 
creased the usability of the rivers of European Russia. It provided 
a direct water transport route connecting the Black Sea, the Sea of 
Azov, the Don and Volga Rivers, and the Caspian Sea. In addition, 
under favorable conditions of navigation along the Volga, this canal 
serves as the link — long dreamed of — which permits continuous 
water travel between the northern and southern sea frontiers of the 
Soviet Union, opening up great possibilities for the future. But 
much work will be needed to improve Volga navigation conditions 
before a dependable north-south water route across the heart of 
Russia will be available during all the months when the rivers are 
not frozen. 

In Asiatic Russia the major rivers, the Ob, the Yenisey, and the 
Lena, together with their many tributaries, flow into the Arctic 
Ocean and are frozen much of each year. The opening of the North- 
ern Sea Route along the polar seas in the mid-1930's not only per- 
mitted vessels to steam from Vladivostok to Murmansk or in the op- 
posite direction each summer, but also made possible increased use 
of the major Siberian rivers as channels of distribution for the areas 
through which they flow. During World War II large amounts of 
Lend-Lease supplies were sent to the inhabitants of Northern Siberia 
over these waterways. The increased accessibility of this area has 
greatly facilitated the exploitation of its resources. 

In the Soviet Far East the Amur River is most important. This 
river follows much of the boundary between the Soviet Union and . 
China and then connects Khabarovsk with the ocean port of Niko- 
layevsk on the Tartar Strait. In Central Asia the Amu Darya and 
the Syr Darya, both of which flow into the Aral Sea, provide chan- 
nels for ship transportation. 

Important parts of the water transportation system are the lakes 
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and seas entirely or partially in the USSR. The Black, Caspian, 
and Aral Seas in the south are the largest of these. Among the most 
important lakes are Ladoga and Onega near the Finnish border, 
Balkhash and Issyk-Kul in Central Asia near the border of Sinkiang, 
and Baikal in Southeastern Siberia. The Sea of Azov, between the 
Ukraine and the North Caucasus, is linked with the Black Sea by 
the Kerch Strait. 


International Connections 


Soviet imports and exports of goods move over both land and sea 
routes. The importance of land transportation in this trade has in- 
creased greatly since World War II, as the result of the great expan- 
sion of commerce between the USSR and the communist-dominated 
countries in Eastern Europe and Asia. Natural barriers do not.sig- 
nificantly obstruct transportation toward the Atlantic Ocean. from 
the USSR's western borders, and railroads carry. a large portion of 
this trade. A man-made obstacle here is the difference between the 
"wide" gauge (5 feet) of Soviet railroads and the "standard" gauge 
(4 feet, 84 inches) employed generally throughout Europe, which 
has usually made necessary unloading and reloading of goods at 
the Soviet border. This factor is becoming less important since some 
railroad lines in Soviet satellite areas appear to have been converted 
to the Soviet wide gauge, and since equipment has become available 
for quickly changing the undercarriage of rolling stock at the Soviet 
borders in Europe and Asia so cars can be used on both gauges. 

Overland transportation facilities to the countries south of the 
USSR, in the Near East and Asia, are less well developed, both be- 
cause of the mountain barriers frequent along these borders and 
because in the past the volume of trade bas been.small. In the 
future, as trade increases between Communist China and the Soviet 
Union, road and rail transport facilities will probably be improved. 

The use of Soviet ports on major oceans and seas is usually ham- 
pered for some months of each year because of ice. which ci closes or or 
slows down traffic in these ports. Among the few Soviet ports that 
are generally usable all year round, Murmansk, on the Barents Sea 
in the far north, and the Black Sea ports such as Odessa and No- 
vorossiisk are outstanding. When winter loosens its grip, Soviet 
Baltic Sea ports from Kaliningrad to Leningrad, along with Arch- 
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angel and Murmansk, offer outlets to Northern Europe and the At- 
lantic Ocean. Vladivostok, Sovetskaya Gavan, and Nikolayevsk are 
among the USSR's major ports on the Pacific Ocean for trade with 
the rest of Asia, Australia, and the western coasts of North and South 
America. Major Soviet ports on the Caspian Sea, such as Baku and 
Makhach-Kala, are used for maritime trade with Iran as well as for 
domestic commerce. In the south, however, the Black Sea ports 
are most important for trade with the Mediterranean area and 
across the Atlantic. From the USSR’s point of view, a major 
weakness of its dependence upon Black and Baltic Sea ports 
for maritime access to the west lies in the fact that exit from both 
bodies can be cut off with comparative ease by other powers con- 
trolling the relatively narrow channels of egress. Soviet interest in 
the Turkish Dardanelles, for example, has been motivated by the 
desire to obtain more control over the vital passageway betwecn the 
Black Sea and the Mediterranean. 

In the discussion above, the nature of Soviet topography as well 
as the distribution of coastal and inland bodies of water has been 
considered primarily from the point of view of transportation. It 
must not be forgotten, however, that these features of the physical 
setting also exercise important influence upon the climate of the 
USSR and therefore upon its agriculture. In addition, as we shall see 
below, the complex terrain contains rich mineral deposits. 


The Agricultural Setting 


Climate and soil are the major natural factors determining the pos- 
sibility of agricultural development in any area. Man may modify 
the effects of these factors by irrigation, fertilization, use of hot- 
houses, and other techniques, but all these are expensive. Agricul- 
ture develops most easily where the conjunction of temperature, 
rainfall, sunlight, and quality of soil is favorable. 

The great bulk of the USSR has a continental climate with very 
cold winters and relatively warm, though short, summers. Most of 
the land area of the Soviet Union lies in the same latitudes as Canada, 
between 45 degrees north latitude and the Arctic Ocean. Only the 
more southern portions of the USSR lie in latitudes corresponding to 
those of the northern and central areas of the United States. Most 
of the great land mass of the USSR is well inland, distant from the 
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temperature-moderating influences of oceans and seas, and experi- 
ences consequent extremes of cold and heat. The coldest and most 
extreme climate is to be found in northern Siberia, where, in the 
neighborhood of Verkhoyansk, the coldest January temperatures in 
the world have been recorded. On the other hand, the severity of 
winters in the European section of the Soviet Union increases as 
one goes from the northwest to the southeast, because the former 
area is adjacent to large bodies of water. Leningrad, on the Baltic 
Sea, has warmer winters than many cities south of it, though its 
winters are longer. Long periods of warm weather are most char- 
acteristic of Central Asia. In Turkmenistan, for example, about 150 
days annually have temperatures over 68 degrees Fahrenheit; in 
some parts of the extreme northern USSR, conversely, that tem- 
perature is rarely or never reached. 

Over much of the Soviet Union the climate is unfavorable for 
farming. In a large part of the northern and central area the length 
of the frost-free period is too short to permit crop-growing by con- 
ventional methods, though special intensive — and expensive — tech- 
niques worked out bv Soviet scientists have permitted the growing 
of some crops even beyond the Arctic Circle. Large areas of the 
USSR have inadequate or barely adequate rainfall, a situation ag- 
gravated over much of the southern part by the prevalence of hot, 
dry winds that suck the moisture from the land. In some of the 
desert and semidesert areas, particularly in Central Asia, this lack of 
water is offset by irrigation or by rigorous adherence to dry-farming 
techniques. But in many of the most productive agricultural areas, 
drought and crop failure are ever-present menaces that become a 
reality every few years. The Southern Ukraine, the North Caucasus, 
and the Volga River Valley in the region of Saratov are some of the 
most important regions in this category. 

The interaction of climate and soil as the setting for crop- and live- 
stock-raising may be best understood by considering the major zones 
of natural vegetation in the USSR. These zones have been consid- 
erably affected over the centuries, as men have cleared forests and 
broken the ground with the plow, but they still represent a valuable 
schematic guide to the broad outlines of the complex interrelation- 
ships between the natural factors. In general each zone extends 
from west to east across the surface of the USSR. 

The most northern zone is the tundra, an area characterized by 
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freezing or near-freezing temperatures almost all the year and per- 
manently frozen subsoil. Waterlogged bogs and marshes cover 
much of this area during the brief summer, and moss, lichens, dwarf 
bushes, and flowers grow during this short respite. The raising of 
reindeer, fishing, and hunting are important occupations of the 
relatively small native tribes living in this bleak environment. 

South of the tundra the predominant vegetation consists of conif- 
erous trees, that is, evergreens such as fir, spruce, larch, and pine, 
which find the three- to four-month growing season adequate. This 
is the taiga area. In the European USSR it gradually gives way 
southward to a zone of broad-leaf deciduous trees such as the oak, 
maple, and elm. This region extends south beyond a line connecting 
Moscow and Kiev. It stretches east of the Volga below the latitude 
of Moscow. In these regions are the grey podsol soils, which cover 
about half the territory of the Soviet Union, including the great bulk 
of Soviet Asia. Podsol soils are usually stony, sandy, or clay-like, and 
are excessively acid; crops can be grown on them, but they are far 
from ideal for the purpose. 

Over the centuries roughly half the forest area in North and 
Central European USSR has been cleared and replaced by settled 
agriculture, though the soil is relatively poor. On the other hand, 
rainfall is relatively adequate here compared with that in other 
agricultural areas. At Moscow the average annual rainfall is over 
20 inches, as compared with 15 inches at Saratov on the Volga and 
6 inches at Astrakhan, where the Volga enters the Caspian Sea. 

The USSR still possesses enormous forest areas, particularly in 
the northern parts of European Russia and throughout Northern 
Siberia. Within the Soviet boundaries as of January 1, 1939, there 
were about 1,500,000,000 acres of forests, approximately one-third 
of all USSR territory at that time; they composed about 20 per cent 
of all forest areas in the world.? The exploitation of these forests is 
one of the most important industries of the USSR, providing not only 
a basic raw material for the domestic Soviet economy but also one 
of the most important export commodities. In addition, these forests 
abound in numerous fur-bearing animals, which are trapped or shot 
in large numbers annually, thus providing furs for domestic con- 
sumption and for export, particularly to the United States. 


? Ibid., pp. 67-68. 
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The steppe area, which is separated from the forest region by a 
transitional forest steppe belt, dominates the southern region of the 
USSR and covers about 14 per cent of the country. It extends from 
the Ukraine in the west through the Volga Valley south of Kazan 
into Siberia, beyond Novosibirsk but north of Lake Balkhash and 
the Aral Sea. In the north this region is a mixture of trees and 
grassland, but farther south grassland reigns supreme, the rainfall 
and ground moisture being inadequate for tree growth, 

Much of the steppe consists of the richest soil in the world, the 
chernozem, or black earth, a somewhat alkaline soil with high 
humus content most favorable to crop growth. Variation in rainfall 
from year to year produces marked variation'in the volume of crops 
grown in this area. With adequate rain, rich crops are gathered; 
but droughts occur every few years, resulting in partial or complete 
crop failure in this region of most fertile soil. Grass and crop growth 
are less luxuriant in the brown and chestnut soil areas immediately 
south of the black earth region, since rainfall is even sparser in these 
areas, the humus content of the soil is lower, and mineral salt con- 
centration in the earth is higher. 

In Central Asia, including Kazakhstan, desert and semidesert 
regions predominate; but where irrigation is employed, rich crops of 
cotton, rice, and other plants are grown. In parts of this area two 
and sometimes three crops a year can be grown on the same ground. 

Besides Central Asia, there are only a few, very limited sections of 
the USSR, having long periods of warmth and abundant moisture, 
in which semitropical crops can be grown. One such area is in the 
Georgian Republic and the adjoining territory on the southeastern 
shore of the Black Sea, where tea, citrus fruits, and products requir- 
ing similar climatic conditions are raised. Since World War II the 
Soviet government has sponsored expansion of citrus and eucalyptus 
plantings in other southern areas of the European USSR. In the 
Soviet Far East, the Amur and Ussuri River valleys have semi-mon- 
soon climates characterized by hot summers with abundant rainfall, 
permitting the raising of rice, soy beans, and corn, among other crops. 

Livestock-raising is an important part of Soviet agriculture and 
is widely practiced over the USSR. Western Siberia's climate and 
soil have permitted the development of a large-scale dairy industry. 
In the black earth regions, particularly in the Ukraine, hog-raising 
has been well developed. Sheep and goats are abundant in the 
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Kazakh Republic and other areas with large regions of mountain 
pasture. 

To combat frequent droughts in a vast area stretching from the 
Caspian Sea and the southern Urals to the Ukraine, the Soviet gov- 
ernment in 1948 announced a large scale afforestation program 
scheduled to last almost two decades. By planting trees on almost 
15,000,000 acres of farm fields, ravines, gulleys, and sand, as well 
as by planting eight giant continuous shelter belts of trees running 
north to south, it is hoped to check the hot drying winds from west 
of the Caspian and to permit greater retention of moisture in the 
soil. Other parts of this program include the building of ponds, 
the institution of crop rotation, and the large-scale planting of 
grasses, in order to create the agricultural regimen best suited for 
farming this large area of insufficient or barely sufficient rainfall. 
Fundamentally, the Soviet hope is so to change the climate of the 
area as to assure high and stable crop yields in the future. 

In August and September 1950, the Soviet government announced 
a new series of projects aimed at combating the obstacles to a highly 
productive agriculture in these important areas with deficient or 
uncertain rainfall. Between 1950 and 1957 it planned to provide 
water for and irrigate well over 50,000,000 acres in the Volga River 
Valley, the area north and west of the Caspian Sea, the Southern 
Ukraine, and Crimea. At Kuibyshev and Stalingrad on the Volga, the 
USSR is building two of the largest hydroelectric stations in the 
world, along with dams, canals, and other installations to permit 
diversion of Volga River water for agriculture on both sides of the 
river. In the Turkmen Republic east of the Caspian, plans announced 
in 1950 called for building the Chief Turkmen Canal over a distance 
of almost 700 miles, so as to divert part of the Amu Darya from 
its present course to the Aral Sea and provide for irrigation and 
for pasture needs over an enormous arid area. In the same year, 
a similar large-scale project to build a sizeable canal and irrigation 
works through the Southern Ukraine and North Crimea was an- 
nounced; an important part of this scheme was the project to build 
a hydroelectric station at Kakhovka on the Dnepr River.’ Since these 
projects were all intended to be completed long before the afforesta- 
tion program discussed above, their announcement indicated a 


3 Pravda, August 21 and 31, September 12 and 21, 1950. 
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need to improve natural conditions for agriculture in the areas 
affected well before any possible beneficial effects of the afforesta- 
tion program could be important. 

In the year after Stalin's death in March 1953, evidence seemed 
to accumulate that perhaps three of the major projects discussed 
above had been abandoned for the time being or given much lower 
priority and much less resources than originaly planned. These 
projects are the Chief Turkmen Canal, the afforestation scheme, 
and the South Ukrainian-North Crimean Canal. No formal an- 
nouncement that these projects had been abandoned was made 
public, but discussion of these efforts disappeared from the Soviet 
press, in sharp contrast with the publicity lavished on them earlier. 
Confirmatory evidence for the belief that the Chief Turkmen Canal 
project has been largely abandoned seems provided by the decree 
on cotton development in Turkmenistan published on April 23, 1954. 
This decree makes no- mention of the Chief Turkmen Canal, but 
relies on the more modest Kara-Kum Canal project to provide 
additional irrigated land for cotton culture. The evidence indicates, 
however, that the hydroelectric stations at Kuibyshev, Stalingrad, 
and Kakhovka are being built. 


Resources for Industry 


The most spectacular feature of Soviet economic development 
since the Bolshevik revolution of 1917 has been the extremely rapid 
increase in the output of industry. Tractors, railroad locomotives, 
machine tools, and similar commodities are now produced in quan- 
tities permitting the USSR to rank as one of the foremost manufac- 
turing nations of the world, clearly outdistanced only by the United 
States. 

This rapid industrialization has been made possible in large part 
by the availability within Soviet borders of large quantities of fuel 
and raw material resources required by industry. Almost every 
significant mineral used in modern production is to be found in the 
USSR. Soviet supplies of many major metallic and nonmetallic raw 
materials are among the largest in the world. This fact, together 
with the abundance of water power and forest reserves, makes the 
Soviet Union comparable to the United States with respect to rich- 
ness and variety of natural resources. And as we shall see later, 
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this abundance of resources has permitted close approximation 
to the Soviet ideal of maximum self-sufficiency with respect to raw 
materials. 

During the 1930's the Soviet government sponsored numerous 
geological surveys all over the country, but particularly in the area 
from the Urals to the Pacific. These studies revealed large and 
numerous mineral reserves whose extent had formerly been unsur- 
veyed, and many of these have already begun to be exploited for 
Soviet industry and agriculture. By the beginning of 1945 about 
73 per cent of Soviet territory had been geologically studied. Further 
intensive work of a similar nature is continuing, and it seems possible 
that additional important resources may be found in the future. 

In the pages following we shall discuss the major industrial re- 
sources of the Soviet Union: their extent, location, and importance. 

Water Power. The harnessing of swift-flowing streams to provide 
hydroelectric energy has been a significant source of the electrical 
power upon which Soviet industry has been built. In 1940 about 
5 billion kilowatt hours of electrical energy were generated by hydro- 
electric stations, 10 per cent of the Soviet total; by 1950 about 16.5 
billion kilowatt hours, 18.3 per cent of the nation's total electric 
supply, were obtained from this source.* 

The water-power resources of the USSR are among the world's 
largest. In 1937 it was estimated that the potential capacity of 
possible Soviet hydroelectric sources was 280,000,000 kilowatts as 
against only about 82,000,000 kilowatts in the United States. In 
early 1954 Deputy Premier M. G. Pervukhin estimated that the 
total annual output of electric power from hydroelectric stations 
which could be built in the Soviet Union was over 1,700,000,000,000 
kilowatt-hours, or almost 100 times as much hydroelectric power as 
was actually being produced at that time. The very large capital 
investment required for hydroelectric stations, however, has been a 
factor in Soviet internal disputes over the extent to which that 
country should rely upon hydroelectric power as against electricity 
generated in thermal stations using coal or other fuel, Mr. Pervuk- 
hin revealed.5 

Coal. Soviet coal resources are among the greatest in the world, 

3 Izvestia, September 10, 1952. 


5 Y. A. Ioffe, compiler, Ekonomicheskoye Sorevnovaniye Sotsialisma i Kapital- 
izma, p. 22. Leningrad: Ogiz, 1939. Pravda, April 27, 1954. 
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reserves of this fuel in the USSR being estimated in 1937 at the 
astronomical figure of 1,654 billion metric tons, adequate at present 
levels of production for over six thousand years. This and other 
Soviet estimates of mineral reserves must be treated with caution, 
however, since they are not always comparable with similar estimates 
made for other countries and include resources of very low quality 
as well as of rather roughly estimated extent. 

Coal reserves are widely distributed over the USSR, being found in 
many small and large deposits. The most important coal-production 
centers in the USSR today are the Donets Basin (often referred to as 
the Donbas), which is located mainly in the Ukraine north of the Sea 
of Azov, and the Kuznetsk Basin (Kuzbas), east of Novosibirsk in 
Southern Siberia. Each of these is estimated to have 13 per cent 
of the economically usable coal reserves of the country, though the 
total coal deposits of the Kuzbas far exceed those of the Donbas. 
Other important coal basins that have been greatly developed under 
the Soviet regime are at Karaganda in Kazakhstan (4 per cent of 
economically usable reserves); in the neighborhood of Moscow, 
where large quantities of lignite and other low caloric content fuel 
abound (2 per cent); in the Urals, including the Kizel and Chelya- 
binsk fields, where coal quality is also comparatively poor (over 3 
per cent); and in the Pechora Basin, northeast of Leningrad in the 
Arctic (over 3 per cent). Some of the largest deposits of economically 
usable coal are in basins where large-scale exploitation has not 
yet proceeded very far, as in the Cheremkhovo Basin near Irkutsk, 
which has 8 per cent; and in the Ekibastuz Basin in Kazakhstan and 
the Bureya Basin in the Far East, each of which has 7 per cent of 
economically usable reserves.9 

From the point of view of iron and steel production, coking coal, 
that is, coal of sufficiently high quality to be converted for coke, is 
most important. Good coking coal should have low moisture, ash, 
sulphur, and volatile matter content. Before 1931 the Donets Basin 
in the Ukraine was the sole Soviet source of this important type of 
coal, but since then supplies have been obtained from the Kuznetsk 
Basin, Karaganda, the Kizel Basin in the Urals, the western slopes of 
the Bureya Mountain Range along the Bureya River near Kom- 
somolsk in the Far East, the Pechora Basin in the European north of 


9 Bolshaya Sovetskaya Entsiklopediya, Soyuz Sovetskikh Sotsialisticheskikh 
Respublik, col. 245. Moscow: 1947. (Hereafter cited as Entsiklopediya. ) 
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the USSR, and the Tkvarcheli and Tkvibuli deposits in Georgia. 
Karaganda coal tends to be high in ash content; Kizel coal has a 
high sulphur content, ranging up to almost 4 per cent, as well as a 
high ash content." 

A major problem facing the Soviet coal industry for the future 
is the fact that it is becoming necessary to go ever deeper into the 
earth in the older and most important coal areas, the Donets and 
Kuznetsk Basins. In the former, particularly, mining operations 
are being conducted at increasingly greater depths, where very 
serious safety problems, as well as higher costs, are encountered.? 
On the other hand, Soviet authorities are devoting ever greater 
efforts to obtain coal by relatively cheap methods, such as strip 
mining, underground conversion of coal into gas, and, most recently, 
hydroextraction of coal. 

Iron Ore. Soviet iron-ore supplies of all kinds and grades are 
large, and the USSR claims to have had in 1938 a total of 53.5 per 
cent of all world iron ore reserves, including poor ores. This im- 
portant raw material has been found at about 600 locations in the 
Soviet Union, of which about 100 have been exploited to some ex- 
tent.” Total Soviet iron ore reserves as of January 1, 1938, were 
estimated to be about 10,900,000,000 metric tons, of which almost 
4,500,000,000 tons consisted of reserves computed relatively ac- 
curately and available for immediate or not-too-distant use as re- 
quired (the so-called A and B grades of reserves).!° The chief ores 
used industrially are hematite, containing anhydrous ferric oxide 
(Fe:Os); magnetite, a magnetic ore containing ferrosoferric oxide 
(FesO4); and various so-called brown ores, containing hydrous ferric 
oxides, particularly limonite (2Fe2O3-3H:O). Soviet ores vary widely 
in richness of iron content and in kinds and amounts of impurities 
they contain. Both because of historical factors and because of the 
different technica] characteristics of different ore bodies, the actual 
distribution of iron-ore mining differs rather sharply from the 
distribution of iron ore, as illustrated by the data below. 


* M. Gardner Clark, Some Economic Problems of the Soviet Iron and Steel 
Industry, pp. 129-35. Cambridge: Harvard University Ph.D. thesis, March 1950 
( hectographed ). 

8 A. Bergson, ed., Soviet Economic Growth, p. 186. Evanston, Ill: Row, 
Peterson and Co., 1953. 

9 Entsiklopediya, cols. 249-50. 

10 Clark, op. cit., pp. 122 and 165. 
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TABLE 1. Geographic Distribution of Better Grade (A and B) Iron Ore Reserves 
in the USSR, January 1, 1938, and Distribution of Iron Ore Production in 1937. 


A and B Reserves Production 
MILL. METRIC PER THOUSAND PER 
Region TONS CENT METRIC TONS CENT 
NORTHWEST 
Komi ASSR .........00005 I — 
Karelian ASSR ........ sss 26 0.6 = 
Leningrad Province ....... 107 2.4 — 
CENTER 
Tula Province .......... ate 143 3.9 671.9 2.4 
Gorky Province .......... 2 — 
Kirov Province ....... ee ri 26.2 0.1 
Voronezh Province ........ 103 2.8 710.2 2.5 
Kursk Province ........... 175 3.9 = 
SOUTH 
Crimean ASSR ........... 1,638 36.5 771.2 2.8 
Ukrainian SSR ........... 668 14.9 16,414.1 59.0 
Krasnodar Kray .......... 15 0.3 — 
Kabardino-Balkar ASSR ... 22 0.5 —— 
Stalingrad Province ....... 148 3.3 -— 
URALS 
Orenburg Province ....... 98 2.2 85.6 0.3 
Bashkir ASSR ............ 71 1.6 176.4 0.6 
Chelyabinsk Province ..... 579 12.9 7,152.2 25.8 
Sverdlovsk Province ....... 395 8.8 1,247.5 4.5 
WESTERN SIBERIA 
Novosibirsk Province ...... 64 1.4 509.4 1.8 
EASTERN SIBERIA 
Krasnoyarsk Kray ........ 47 ll = 
Irkutsk Province .......... 63 1.4 — 
Chita Province ........... 9 2 
Far Eastern Kray ......-.. 15 0.3 — 
Yakutsk ASSR ........... 5 —— 
Azerbaidzhan SSR ........ 175 8.9 -> 
Kazakh SSR ............. ll 0.2 "m 


Source: M. Gardner Clark. Some Economic Problems of the Soviet Iron and Steel 
Inaustry, p. 165. 


Before World War II, the most important source of Soviet iron 
ore was the Krivoy Rog area in the Eastern Ukraine, which ac- 
counted for more than half of the USSR's output. Though badly 
devastated during World War II, this region has again become a 
major source of iron ore since then. Hematite, the chief ore here, 
has been exceptionally rich in iron content. The Ural Mountains 
have numerous scattered iron ore deposits, of which the most im- 
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portant and most intensively worked to date are those in the 
Magnetic Mountain at Magnitogorsk. In 1940 ` over 22 per cent 
of all Soviet iron ore was produced here, and the area has un- 
doubtedly grown in importance since that time. Ores are mined 
here by the relatively cheap open-pit method, and both basic and 
acid ores are found with iron content that has averaged in the past 
between 50 and 60 per cent. As we shall see later, the rich Magnito- 
gorsk ores were the initial bases for the rapid development of the 
Soviet iron and steel industry in the Urals and Western Siberia 
during the early 1930's. Other important deposits in the general 
Urals area are at Bakal in Chelyabinsk Province, in the Komarovo 
district of Bashkiria, and in the Tagil-Kushvinsk region in Sverdlovsk 
Province in the Central Urals. There are also numerous other less 
important deposits. On the Kerch Peninsula in the Crimea, large 
quantities of iron ore are found, mainly composed of brown ores 
that contain usually between 30 and 40 per cent iron content, but 
with numerous harmful impurities that make the exploitation of 
these ores in iron and steel production relatively difficult and ex- 
pensive. Other iron ore deposits significant for the current Soviet 
economy are in the Gornaya Shoriya area of Western Siberia, near 
the Kuznetsk coal basin; at Dashkesan in the southern Trans- 
Caucasus, not far from Lake Sevan; in the Kola Peninsula northwest 
of Leningrad; in the neighborhood of Tula and Lipetsk near 
Moscow; and at Nikolayevsk near the mouth of the Amur river in 
the Far East.? The Kursk area south of Moscow is the location 
of the so-called Kursk Magnetic Anomaly containing tremendous 
amounts of quartzite, which are apparently scheduled for intensive 
future exploitation. 

Although Soviet iron ore reserves are abundant and widely dis- 
tributed, their utilization has presented serious problems for more 
than a decade because of the rapid depletion of the richest ores. 
This has forced the USSR to resort to various costly expedients, 
among them the use of poorer-grade ores; preliminary processing 
of ores so as to concentrate iron content, agglomerate fine ores, and 
eliminate harmful impurities; and the reworking of large quantities 
of waste in dumps of low-grade ore previously not considered worth 
using. The latter practice has been particularly resorted to at 


31 Entsiklopediya, col. 250. 
1? Clark, op. cit., pp. 144-64. 
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Magnitogorsk, where the higher-quality ores have been wastefully 
mined since 1747. In the 1920's at Krivoy Rog the USSR was able to 
restrict its consumption almost exclusively to high-grade ores averag- 
ing over 60 per cent iron content. More recently this area has been 
producing ore with as little as 48 per cent iron content. The post- 
war expansion in the use of Kerch ores, despite their poor chemical 
and physical properties, seems also dictated in Jarge part by the 
depletion of better-grade reserves, although other factors also play 
a part.!* 

Petroleum. Soviet oil reserves, too, are believed to be among the 
largest in the world. Because of the complexity of petroleum 
geology, numerical estimates of reserves are most uncertain, but 
one such figure calculated in the later 1930's approached 5 billion 
metric tons. These reserves, which are only a small fraction of all 
Soviet fuel resources, are, however, highly localized in particular 
areas of the Soviet Union. As far as is known today, large regions 
of the USSR have no petroleum whatsoever, unlike the situation 
with respect to coal and iron ore. 

Most oil production during the Soviet era has come from the 
Apsheron Peninsula on the southwest shore of the Caspian Sea 
adjoining the city of Baku. About 70 per cent of the 31 million 
metric tons of oil produced in the USSR during 1940 are believed to 
have been obtained in this region. During World War II, however, 
production dropped considerably in this area, since the Baku region 
was threatened by German forces and new development was sharply 
curtailed. Renewed development of the area began after the war, 
and it continues to be the most important single supply region. 
Wasteful exploitation of Baku oil resources and inadequate geo- 
logical prospecting during the 1930's created serious difficulties herc 
in World War II and afterward. In recent years much energy has 
been devoted to sinking oil wells off shore under the Caspian Sea 
in the effort to raise output. 

North of the Caspian Sea is the so-called “Second Baku,” an oil- 
production area second in importance only to the Apsheron Penin- 
sula, and one whose output grew considerably during World War 


13 Ibid. Cf. also Bergson, op. cit., pp. 179-83, and D. B. Shimkin, Minerals — 
A Key to Soviet Power, pp. 44-46. Cambridge: Harvard University Press, 1953. 


11 A. D. Perejda, "Russia in the Oil Age," American Review on the Soviet 
Union, August 1946, p. 6. 
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II. Petroleum is obtained here over a relatively large area extending 
roughly along a diagonal from Saratov in the southwest to Molotov 
in the northeast. Production in this area is believed to have reached 
almost three million metric tons in 1945, almost 15 per cent of total 
Soviet output. 

The Emba Basin, stretching northeast of the Caspian Sea in 
Western Kazakhstan is also increasingly important. Its reserves are 
estimated as second only to those of the Baku region. Other 
significant oil-producing areas are Maikop and Grozny in the Cau- 
casus northwest of Baku, Sakhalin Island in the Far East, the 
Pechora Basin in the northern part of European Russia, the district 
southeast of Krasnovodsk in Turkmenistan, the Fergana Valley and 
the basin of the upper Amu Darya in southern Central Asia. There 
is petroleum in the Drogobych-Borislav area of the Western Ukraine, 
and oil was discovered during World War II near Makhach-Kala 
in the Dagestan area of the North Caucasus near the Caspian Sea. 

Manganese. The Soviet Union is the leading source in the world 
for this vital steel-making element. More than 90 per cent of all 
Soviet industrial reserves are at Chiatura in the Georgian Republic 
and at Nikopol in the Ukraine. The loss of the Nikopol mines to 
German forces during World War II led to expansion of manganese 
output in Sverdlovsk Province in the Urals, though these ores are 
poorer. About 90 per cent of all Soviet manganese production in 
1945 came from these three sources — more than half the total from 
Chiatura.'5 Smaller amounts are mined in Kazakhstan and in the 
Krasnoyarsk Territory in Eastern Siberia. Soviet manganese ores 
have relatively rich metal content, sometimes exceeding 50 per cent. 
In the past they have been an important factor in supplying the 
manganese needs of other nations, including the United States. The 
abundance of manganese in the USSR permits its use in place of 
other ferro-alloys, such as molybdenum, which either are not avail- 
able domestically or are relatively expensive.!9 

Copper. About half of all Soviet copper reserves are in Kazakh- 
stan, the most important sources being at Dzhezkazgan and 
Kounrad, west and north of Lake Balkhash respectively. Significant 
quantities of copper are also found in the Urals, particularly in 


15 Entsiklopediya, col. 254. 


16 Clark, op. cit., p. 120. A most detailed account is given in Shimkin, op. cit., 
pp. 60-68. 
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Sverdlovsk Province and the Bashkir Republic, as well as in the 
Monchegorsk area of Murmansk Province northwest of Leningrad 
and in the Norilsk region of Krasnoyarsk Territory in Eastern 
Siberia. In 1942 about 46 per cent of all Soviet copper output 
was in the Urals, primarily in Sverdlovsk Province, and about 40 per 
cent came from Kazakhstan.!7 

Lead and Zinc. Lead and zinc often occur together and in com- 
bination with other metals in complex polymetallic ores. About 
half of all Soviet reserves of these metals are in Kazakhstan, with 
the Altay region being particularly important. Other important 
reserves exist in the Asiatic USSR, including the Maritime Territory 
in the Far East, the Altay Territory, Chita Province, and Kemerovo 
Province in the Kuznetsk Basin. The Urals have important zinc 
reserves, particularly in Sverdlovsk Province. 

Bauxite. This is the major raw material from which aluminum is 
extracted. Before the war about half of all Soviet bauxite came 
from Tikhvin, east of Leningrad. During World War II deposits 
in Sverdlovsk Province were intensively exploited. At the beginning 
of 1945 about 75 bauxite sources were known in the USSR, including 
reserves in the northern and central Urals, in the Bashkir, Uzbek, 
and Kazakh Republics, in Tula, Novosibirsk, and Kemerovo Prov- 
inces, and the Altay and Krasnoyarsk Territories. In 1945 over 96 
per cent of all Soviet bauxite came from deposits in the eastern 
regions of the country, particularly from Sverdlovsk Province. These 
areas have continued to be exploited, although the Tikhvin area 
has regained much of its former importance. 

Nickel. This important steel-making alloy is found in both sulfide 
and silicate ores in the USSR at a number of different points. The 
largest volume of Soviet nickel reserves is in the Norilsk region 
of Krasnoyarsk Territory in Eastern Siberia, followed by deposits 
at Monchegorsk in Kola Peninsula, and in the sourthern and central 
Urals. There are also important deposits in the Pechenga area of 
the Kola Peninsula, as well as in complex iron-chrome-nickel ores 
in the Kabardin ASSR in the North Caucasus. The great wealth of 
Soviet nickel resources and the progress made in their exploitation 
have made the USSR one of the very largest nickel producers in the 
world. 

Uranium. This mineral, the great importance of which has be- 

17 Entsiklopediya, cols. 255-58. 


iR WEE * 


THE RESOURCE BACKGROUND 25 


come evident only in the last few years, is found in a number of 
places in the Soviet Union, including Tyuya Muyun in Central Asia's 
Fergana Valley and several other points in the same region, all 
within 250 miles of Tashkent.!* Uranium may also be available 
in the Tannu Tuva area, north of Mongolia, incorporated into the 
USSR in 1944. The inadequacy of Soviet domestic resources is 
suggested by the intensive efforts made since World War II to obtain 
uranium from Eastern Germany and Czechoslovakia. 

Gold. 'The Soviet Union is one of the world's largest producers 
of gold, although statistics on this output have not been published 
for many years. Two of the most important gold-mining regions 
in the USSR are in the Aldan Plateau in Eastern Siberia, southeast 
of the city of Yakutsk, and in the Kolyma area northeast of Yakutsk. 
Significant gold deposits are also found at other points in Asiatic 
Russia, including the Maritime Territory in the Far East, Kazakhstan, 
Buryat-Mongolia, and Irkutsk and Chita Provinces. 

Other Metals. Soviet tin resources have not been plentiful in the 
past, requiring heavy reliance upon imports. Important new de- 
posits have been discovered since 1933 and are being or will be 
exploited. The main tin deposits are found in Chita Province, on 
the upper reaches of the Kolyma River in Siberia, in the Maritime 
Territory of the Far East, Yakutsk, and in the Kirgiz and Kazakh 
Republics. Tin is found in polymetallic ores located on the north- 
east coast of Lake Ladoga and in the North-Osetian ASSR in the 
Caucasus. Reports of Soviet imports of tungsten and molybdenum 
suggest that domestic production is inadequate. Ores of these im- 
portant ferro-alloying elements occur in a number of places in the 
USSR, including the North Caucasus, Kazakhstan, Chita Province, 
and the Buryat-Mongolian ASSR, among others. The USSR pro- 
duces a significant amount of silver annually, but precise data 
have not been available for many years. Among the areas with 
major silver deposits, usually in polymetallic ores, are Kazakhstan, 
the Urals, the North Caucasus, and the Maritime Territory. The 


18 Shimkin, op. cit., pp. 147-50, summarizes the scanty available information 
on Soviet and satellite uranium, radium, and thorium resources. An earlier work 
by the same writer summarizing the domestic Soviet uranium position is "Ura- 
nium Deposits in the USSR,” Science, January 21, 1949, pp. 58-60. Some helpful 
information on Soviet uranium mining in Eastern Germany is given in R. Slusser, 
ed., Soviet Economic Policy in Postwar Germany, passim. New York: Research 
Program on the USSR, 1953. 
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USSR claims to hold first place among nations with respect to 
platinum reserves and produces relatively large quantities of this 
metal annually, in part from the Urals area near Nizhny Tagil. It 
is one of the world's major producers of chromium, at times export- 
ing significant quantities abroad. Chromium ores are concentrated 
almost exclusively in the Urals and in Aktyubinsk Province in 
Kazakhstan. Mercury, antimony, bismuth, cobalt, arsenic, and 
various rare metals are mined in many different locations scattered 
throughout the USSR. 

' Nonmetallic Minerals and Fuels. The USSR has varied and rich 
resources of important industrial nonmetallic minerals, including 
among others asbestos, corundum (for abrasives), potassium salts, 
apatite (for fertilizers), phosphorites, borates, sodium chloride 
(common salt), and kaolin. Among the outstanding sources are the 
immense apatite works in the Kola Peninsula, beyond the Arctic 
Circle; the Solikamsk potassium region, north of the city of Molotov 
on the western slope of the Urals; and the asbestos-producing city 
of Asbest, in Sverdlovsk Province. Large deposits of peat are 
found in many parts of the Northern European USSR. Althouch of 
low caloric value, this fuel is used for many power stations. especially 
in the industrial region around Moscow. Oil shales are found in 
significant quantities in the Volga region and in Northeast Estonia. 
A shale-gas pipe line has been laid from the latter region to Lenin- 
grad, to provide that city with gas fuel. The deposits of natural 
gas in the Carpathian foothills and in the Saratov region are worth 
mentioning. Gas pipe lines have been laid from these deposits to 
Kiev and Moscow, respectively, so as to provide gas supplies for 
industry and household uses in those cities. 


Population and Its Distribution 


The human beings who constitute any society are its primary 
resource. In the USSR in early 1954 it is estimated that there were 
over 210,000,000 persons. This vast mass of human beings was 
composed of persons from many different cultural groups, speaking 
many different languages, and spread in most unequal densities 
over the vast expanse of Soviet territory. In the 1926 census mem- 
bers of more than 150 different ethnic groups are indicated as 
being citizens of the USSR, ranging from the major Slavic, Turkic, 
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and Finnic groups to obscure and almost unknown peoples of a 
few thousand members each.!® The distribution of the, major na- 
tional groups in the USSR in 1940 is indicated in Table 2. 


Tani 2. Estimated Size of Maior Groups in the Soviet Population in 1940. 


Group Millions Group Millions 
Great Russians ............ 100.0 Georgians .......eeeeeee 23 
Ukrainians >... 88.0 Estonians ....... eee 2.3 
White Russians ...........- 85 Lithuanians ...... s 22 
Jews een en 5.0 Armenians ...... eee 2.2 
Uzbheks- 23547: Ne ete es 5.0 Latvians ........ EXE] 1.6 
Tatars: ax aO eU ies ae 45 Mordovians .....-.-+++-00- 15 
Kazakhs creueria 8.2 Ghuvash] eee 64 s 14 
Moldavians ..... eese 25 Tadzhiks ..........sesese 1.8 
Azerbaidzhans ............ 2.4 


Source: Based pr!marily upon data in Entsiklopediya, col. 60. 
This distribution was probably changed significantly, however, by 
the great mortality suffered during World War II by some peoples, 
particularly the Great Russians, Ukrainians, and Jews. 

Even in the small number of groups shown in Table 2, there are 


these and other ethnic groups as well, and to. weld them together by 
requiring study of the Great Russian language.by. all. peoples.in 
the USSR. 

A most important characteristic of the population change over 
most of the USSR’s history has been the rapid natural increase 
achieved. The census of 1939 listed 170,467,000 persons within the 
boundaries existing at the beginning of that year, an increase of 
almost 23,500,000 persons over the 147,028,000 listed by the 1926 
census. This not inconsiderable natural increase took place despite 
the famine of the early 1930's. It represents not only the high birth 
rates characteristic of rural areas in the USSR as well as elsewhere, 
but also the sharp excess of births over deaths in many Soviet cities. 
In 1988, for example, Moscow had 195 births for every 100 deaths. 
and Minsk — probably an extreme, unrepresentative example — had 
252 births for every 100 deaths.?? 

7719 Frank Lorimer, The Population of the Soviet Union: History and Prospects, 


pp. 55-61. Geneva: League of Nations, 1946. 
20 Entsiklopediya, cols. 49-50. 
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By territorial acquisitions between 1939 and 1945, the USSR 
took over an area of 670,000 square kilometers, inhabited before 
World War 1I by 24,300.000 persons. This region included the Baltic 
States, Eastern Poland, the Carpatho-Ukraine of Czechoslovakia, 
Bessarabia, and Southern Sakhalin, among others.?'! If the popula- 
tion of the USSR within the previous boundaries had remained 
stable at the figure recorded by the 1939 census, these acquisitions 
would have raised the Soviet population to almost 195,000,000 
persons. Actually, of course, between 1941 and 1945 the Soviet 
Union incurred tremendous casualties, both military and civilian, 
as the result of the struggle with Germany and Japan. Yet so 
great was the recuperative power of its people that by early 1954 the 
government set up election districts in such numbers as to indicate 
a total population of more than 210,000,000 inhabitants.?? 

One of the major factors explaining the reproductive vigor of 
the Soviet population considered as a whole is its relatively youthful 
composition. This factor also has important economic and military 
significance. In early 1939, for example, about 61,500,000 persons in 
the USSR, 36 per cent of the total, were under 15 years of age. 
About 81,000,000 persons, almost half the total, were in the 15 to 44 
age group. About 29.000.000 persons or about 17 per cent of the 
total population, were 45 years or more old. 


TaBLE 3. Estimated Distribution of USSR Population, by Age and Sex, 
January 17, 1939. 


Age Male Female Total 


Q-9 See eisai es a aE 19,764,850 19,543,013 39,307,863 
TOFI debes es 18.564,267 18.840,758 37.405.025 
90599 «iugis mace a eae 15.100,740 15,719,003 30,819,743 
30-89. sche. ten. o a 11,870,386 13,612,016 25,482,402 
40-40 ossa hoe eres 6.733,299 8,592,423 15,325,722 
50-59. «o eee dere emen 4,924,984 6,006,518 10,931,502 
00-69 «2 eoe ae tege 3,085,551 4,053,350 7,138,901 
019 i captis acie ota bed 1.372,403 2,011,427 3,383,830 
SOR fs ke dae neu Ra rte 218.501 423,697 672,198 


Source: Adzpted from Frank Lorimer, The Population of th» Soviet Union: History 
and Prosp c s, p. 143. 


7! Balzak, op. cit., p. 544. 
?? Pravda, January 13, 1954. According to the Soviet Constitution, each dis- 


trict for the Council of the Union is to include 300,000 persons. The population 
estimate is obtained therefore by multiplying the number of districts by 300,000. 
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In the year 1950, one careful estimate indicates, the Soviet Union 
may have had about 68,000,000 persons under 16 years of age, about 
120,000,000 between the ages of 16 and 59, and perhaps around 
11,000,000 60 years of age and older. If this estimate is approxi- 
mately correct, then the Soviet Union had in 1950 about 25,000,000 
more persons in the productive age groups between 16 and 59 than 
it had in 1939 when both the Soviet population and the Soviet area 
were much smaller.?? 

In late 1951, Lavrenti P. Beria — then still a powerful Soviet figure 
— asserted that the net annual growth of the country's population 
exceeded 3,000,000 persons. Beria added that the Soviet death rate 
was half that of 1940.4 

Analysis of Beria's statements in conjunction with Soviet data pub- 
lished before World War II suggests that in 1951 the Soviet death 
rate may have been about 13 per thousand, far lower than previously 
but still the highest in Europe. At the same time, however, his state- 
ments seem to imply also a sharp decline in the Soviet birth rate, 
probably to less than 30 per thousand as against 38.3 per thousand 
in 1938. That the Soviet birth rate should have dropped in the face 
of the great official encouragement, through subsidies for large 
families and the like, suggests that the Soviet Union, as it indus- 
trializes and becomes more urban, is following the population trends 
of other Western countries which industrialized earlier. Deputy 
Premier A. I. Mikoyan has claimed that in 1953 the Soviet death 
rate was only 8.9 per thousand, implying that the trends discussed 
above continued to operate during 1952 and 1953.75 

The Soviet Union's population is distributed most unequally over 
its large land mass. The 1939 census, for example, found that 48 per 
cent of the USSR's population lived on 6 per cent of its territory. Con- 
versely, only 6 per cent of its population lived on two thirds of its 
territory. The most densely populated area then was found to be 
roughly the southern half of the European USSR, from the upper 
reaches of the Volga to the shores of the Black Sea, an area through- 
out which the average density was no lower than 25 persons per 


23 These data are adapted from Warren W. Eason's estimates in Bergson, ed., 
op. cit., p. 102. 

24 Pravda, November 7, 1951. 

25 Cf, E. M. Kulischer, “Russian Manpower," Foreign Affairs, October 1952, 
pp. 67-69. Pravda, April 27, 1954. 
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square kilometer. In the most heavily populated heart of this area, 
stretching from the Donets Basin to the neighborhoods of Moscow 
and Ivanovo, population density varied from 50 to 100 persons per 
square kilometer, sometimes even exceeding the latter figure. On 
the fringes of the basic southern European area, population density 
usually declined to between 10 and 25 persons per square kilometer. 
Beyond these fringes, substantially lower densities were encountered. 
Thus in Archangel and Murmansk Provinces in the north, the 1939 
census found densities of 1.8 and 2.1 persons per square kilometer, 
respectively, much of this population being concentrated in cities. 
In 1941, just before the Nazi attack on the USSR, there was only 
9 per cent of the Soviet population in the Asiatic portion of the Rus- 
sian Soviet Federated Socialist Republic beyond the Urals, a terri- 
tory constituting 56 per cent of all Soviet land area. Here population 
was concentrated primarily in a few major areas, such as the Kuz- 
netsk basin and along the Trans-Siberian Railroad. Northern Asiatic 
Russia has a very sparse population, as indicated by the fact that 
density in the Yakut Republic was only .13 persons per square 
kilometer. In Kazakhstan and Central Asia there is a very uneven 
distribution of population. Large areas of desert and semidesert 
territory in this region have very few inhabitants. The bulk of the 
population is concentrated about oases, major industrial installations, 
and along the northern, eastern, and southern boundaries of Kazakh- 
stan. In the Caucasian republics, population density is high in the 
river valleys and industrial cities but very thinly distributed in the 
large mountainous areas. ?9 

During World War II, major population movements took place as 
large numbers fled eastward before the Nazi invaders and much 
industry was relocated from western to eastern sites. After the war, 
it seems likely, some offsetting migrations took place as many people 
returned to their former homes. It is probable that the eastern por- 
tions of the USSR have retained much of their wartime population 
gains vis-a-vis the west. On the other hand, it also seems likely that 
the basic elements of the prewar population pattern still remain 
much the same; that is, people are still distributed most unequally 
throughout different parts of the Soviet Union, and the bulk of the 
population is still concentrated in the European portions of the 


26 Entsiklopediya, cols. 56-59. 
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USSR, particularly in the area between the Black Sea and the upper 
reaches of the Volga. Events since the invasion of June 1941 have 
not destroyed the basic climatic, soil, and economic factors that lay 
behind this basic pattern of population location. 

That the general trends described are correct was indicated by 
the distribution of population implied in the election district data 
published in early 1954. These data, in which each election district 
presumably corresponds roughly to the legal requirement of 300,000 
people per district, indicate that the Soviet population in European 
Russia and the Urals was 167,400,000 at that time, while there were 
42,600,000 people east of the Urals. These data also indicated that 
the most rapid increase of population had taken place in Eastern 
Siberia. In Irkutsk Province alone, population had apparently shot 
up from 1,200,000 people in 1950 to 1,800,000 four years later, an 
increase of 50 per cent.” 

With the increasing industrialization that has featured Soviet 
economic development, there has been a steady trend toward urban- 
ization of the population. This movement of people from rural areas 
to the cities was apparent in the last decades of the Czarist regime, 
also a period of relatively rapid growth of industrial production and 
capacity. Though reversed during the chaotic civil war years fol- 
lowing the 1917 Bolshevik revolution, the former trend toward 
growth of urban communities resumed in the early 1920's and has 
persisted since. As a result, both the absolute size and the per- 
centage importance of the urban population in the total figure has 
risen sharply. This is illustrated by the data below, which apply 
to the boundaries of the USSR as of January 1, 1939. They show 
the pace of the movement that has been converting this once over- 
whelmingly rural nation into an urbanized country, though even 
in 1939 over two thirds of the population was still rural.?8 


Millions of Per Cent of Total 
Urban Population Population 
Census of February 9, 1897. ....... 15.8 14.8 
Estimate for January 1, 1914....... 24.7 17.7 
Census of December 17, 1926...... 26.3 ; 17.9 


Census of January 17, 1939. ....... 55.9 32.8 


ff 


27 Cf. Pravda, January 13, 1954. 
28 Entsiklopediya, col. 62. 
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In 1939 the proportion of the Soviet population living in urban 
areas, roughly one third, was somewhat less than the corresponding 
proportion for the United States in 1890. The 1926 percentage for 
the USSR was less than the percentage of persons living in com- 
munities of 2,500 or more in the United States in 1860.? During 
and since World War II, urban population has continued to in- 
crease still further, except perhaps in the Western USSR during 
the period of German occupation. As Soviet industry, commerce, 
and transportation activity increase in the future, the trend toward 
urbanization seems likely to continue. 

In August 1953, Premier Georgi M. Malenkov revealed that the 
urban population of the Soviet Union at that time was about 
80,000,000 persons, as compared with 61,000,000 in 1940.2° Thus 
by 1953 almost 40 per cent of the Soviet population lived in towns 
and cities as against 17.9 per cent in 1926 and 32.8 per cent in 1939. 
There is perhaps no more vivid index of the economic revolution 
that has taken place in the Soviet Union in the past three decades 
than the growth of urban population from about 26,000,000 in 1926 
to 80,000,000 in 1953. Implicit in this growth too, of course, is a 
major sociological revolution with consequences in every area of 
Soviet life. 

Migration from rural to urban areas accounted for 62.5 per cent 
of the increase in city and town population in the USSR from 1926 
to 1939. The rest was accounted for by natural increase, that is, 
the excess of births over deaths, and by the reclassification of rural 
villages into urban communities as the result of their growth or 
changed economic functioning.?! The result was that in 1939 there 
were 174 cities with populations in excess of 50,000, as against only 
90 such communities in 1926. There were 28 cities in 1939 with 
over 250,000 persons, as against only 9 in 1926.3? 

The fifteen largest cities of the USSR in 1939 are listed in Table 4, 
together with their populations as determined by the census in 1926 
and 1939 and as estimated for 1954 on the basis of election dis- 
trict data. 

29 Lorimer, op. cit., p. 147. 

30 Pravda, August 9, 1953. 


31 Entsiklopediya, col. 63. 
32 Ibid., col. 64. 
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TABLE 4. Population of 15 Large Soviet Cities in 1926, 1939, and 1954. 


1996 1939 1954 
City (thousands of persons) 
Moscow. cae eset ck as 2,029 4,137 5,400 
Leningrad isse cte cni 1,690 3,191 3,300 
Kiev eee S VETE SA 514 846 900 
Kharkov ....... eee 417 833 900 
Bal ies tents 453 809 over 600 
Cn re an 999 644 900 
Odessa: Sis p SNES 421 604 under 600 
Tashkent sro Suteen s 324 585 under 600 
THAIS HO ere: 294 519 under 600 
Rasta thirds orotate 308 510 under 600 
Dnepropetrovsk ............. 237 501 600 
StalinO uude eet ees 174 462 over 300 
Stalingrad 56s sre scias 151 445 about 300 
Sverdlovsk «ominis ott c tins 140 496 600 
Novosibirsk ...........-.--. 120 406 600 


Sources: Lorimer. The Population of the Soviet Union: History and Prospects, p. 250, 
and calculations based on election district data in Pravda, January 13, 1954. 


The data in the table above were based on the 15 largest Soviet 
cities as of 1939. In 1954 the 15 largest cities, as inferred from 
election district data, were somewhat different. Moscow and Len- 
ingrad were the only cities with populations over 1,000,000 persons 
each. Kiev, Kharkov, and Gorky had about 900,000 people each. 
The group of cities with populations between 600,000 and 900,000 
people each included Baku, Dnepropetrovsk, Sverdlovsk, Novosi- 
birsk, Kuibyshev, Kazan, Chelyabinsk, Omsk, Saratov, and Riga. 

The great rise in the population of cities in the Urals and east of 
the Urals during and since World War II is indicated, not only by 
the increases shown in Table 4 above for Sverdlovsk and Novosi- 


TABLE 5. Growth of Cities in Soviet Asia, 1939-44. 


Per Cent 
City 1939 1944 Increase Growth 
Komsomolsk ......... 11,000 127,000 56,000 79 
Khabarovsk .......... 199,000 250,000 51,000 79 
Chita. 92 cns 103,000 170,000 67,000 65 
Ulan-Ude ........... 199,000 150,000 21,000 16 
Irkutsk, 1:279 243,000 300,000 57,000 23 
Krasnoyarsk ......... 190,000 300,000 110,000 59 
Novosibirsk ......... 406,000 600,000 194,000 48 


 ————— uci —P—— € 09 20 NN: 
Source: Henry A. Wallace, Soviet Asia Mission, p. 64. 
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birsk, but also by data for the city of Omsk. In 1939 Omsk had 
only about 281,000 inhabitants, but by 1950 election district data 
indicated it had about 600,000 persons, roughly double the 1939 
total. The same trend is indicated by data given Henry Wallace 
during his 1944 visit to Soviet Asia. 

Barring atomic warfare or similar catastrophe in the future, the 
continued rapid absolute numerical growth of the Soviet people 
seems certain, along with further gains in both the absolute number 
living in cities and towns and in the percentage importance of 
-urbanites in the total Soviet population. 


CHAPTER II 


THE HISTORICAL BACKCROUND 


Bos THE HISTORICAL point of view the present Soviet 
regime of the USSR is still very young in comparison with the statc 
that preceded it. For hundreds of years before Lenin seized power 
in this area, the Russian Czars held sway. Under their dominion 
the tiny Moscow principality of the Middle Ages expanded into the 
massive geographical area inhabited by many diverse peoples that 
the Bolsheviks took over. The political, economic, and social in- 
stitutions that evolved and changed during the centuries the Czars 
ruled created the setting in which Soviet power became possible, 
as well as the background for all subsequent development. Lenin 
and Stalin built on the foundation that existed before them. Any 
understanding of Soviet institutions is impossible without insight 
into the nature of the society and the economy from which they 
emerged. 

The economic growth of Czarist Russia will be the focus of 
attention here, a growth that influenced and was influenced by 
political, social, military, and other noneconomic developments. 
Three factors may be singled out as particularly important in this 
evolution. These are, first, the frequent wars in which the Russian 
state was engaged; second, the tremendous expansion of the Russian 
territory and the Russian population; third, the relative isolation 
of this nation from the West, which led to its lagging behind 
Western Europe technologically, politically, and socially. These 
factors were themselves the results of many complex forces working 
over the centuries, but we single them out because they operated 
with great persistence over all or most of the time from before 


the beginning of the Romanov dynasty (in 1613) to its downfall in 
World War I. 
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War and the threat of war were frequent throughout the history 
of Czarist Russia, playing an important role in shaping its institu- 
tions and economy. Feudalism and its accompanying serfdom were 
in large part the products of early wars, which required an organiza- 
tion of society that would provide military manpower, permit satis- 
factory rewards for those who served as military commanders, and 
facilitate the transfer to the state of taxes required to pay the cost 
of these conflicts. Later, in the nineteenth century, the debacle of 
the Crimean War provided convincing proof that this form of 
societal organization had outlived its usefulness, thus helping to lay 
the groundwork for the historic reforms of the early 1860's. Military 
requirements for guns, ammunition, and ships provided much of the 
impetus for industrialization, particularly the development of metal- 
lurgy, mining, and related branches of production. Czarist Russia's 
military defeats in World War I and the accompanying disruption 
of its domestic economy set off the immediate cbain of events that 
ended the Romanov dynasty. 

The territorial growth of the Russian state from the fifteenth to 
the nineteenth centuries was the product both of successful wars 
against neighboring powers— the Tartars, Poles, Lithuanians, 
Swedes, Turks, and others — and of relatively peaceful colonization 
eastward to the Pacific that met varied opposition from the more 
primitive Asiatic peoples of Siberia. Most of this expansion took 
place in the sixteenth, seventeenth, and eighteenth centuries, but 
significant additions were also made in the nineteenth century, 
particularly in Poland, the Caucasus, Central Asia, and the Amur 
River basin of the Far East. Czarist dominion was thus extended 
over a host of different peoples with varied cultural backgrounds 
and at sharply contrasting stages of economic development. These 
conquests added rich new resources to the Russian Empire, but 
many of them remained unexploited until the Soviet period, in 
part because of the harshness of climate in Siberia and the lack 
of good transportation facilities between the European and Asiatic 
portions of the Czar's realm up to almost the end of the nineteenth 
century. These territorial gains, however, extended Russian power 
to the Pacific, to the Baltic, Caspian, and Black Sea coasts, and well 
into Eastern Europe, providing better access to markets in Europe, 
Asia, and the Near East. 

In the eighteenth and nineteenth centuries the population ruled 
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by the Russian Czar increased almost ten-fold. In 1725 about 
13,000,000 people are believed to have been within Peter the 
Greats realm.! Less than two centuries later the census of 1897 
listed over 125,600,000 people in the Russian Empire? In part, 
of course, this population increase was the result of territorial ex- 
pansion that had brought many new peoples under the Czar's 
rule. But the same period also saw a very rapid growth of the basic 
Slavic peoples (including Ukrainians and White Russians as well 
as Great Russians). Their numbers rose from about 17,900,000 in 
1724, some of them outside Peter's realm, to about 94,300,000 in 
1897, more than a five-fold increase. Along with this increase there 
occurred a major redistribution of this Slavic population, as here 
defined. In 1724 about 63 per cent lived in Northern and Central 
European Russia, but in 1897 only 32.5 per cent lived there. The 
trend of migration during these two centuries was to Southern 
and Southeastern European Russia as conquest of the Black Sea 
coast, the shores of the Caspian, the lower Volga basin, and the 
North Caucasus opened rich new territories for settlers. Only 35 
per cent of the Russian population had lived in these southern 
regions in 1724; over 60 per cent lived there in 1897. There occurred 
also a significant though numerically less important movement to 
Asiatic Russia, which had only 400,000 Russians, 2 per cent of the 
total, in 1724, but almost 7,000,000 Russians, over 7 per cent of 
the total, in 1897.3 

The reasons for Czarist Russia's relative technological and cultural 
isolation from the West are many and varied — the frequent wars 
after a long period of Mongol domination and the enmity of the 
Poles and other' nations immediately to the west of Russia are 
among the major reasons usually given. Equally many and varied 
were the consequences. Absolute monarchy and feudal serfdom 
persisted in Russia long after they had vanished in England, France, 
and even Germany. Though many individual Russians contributed 
brilliantly to the progress of science — including such giants as the 
chemist Mendeleyev and the mathematician Lobachevsky — Russia 
did not enter into the main stream of the industrial and agricultural 
revolution of the seventeenth to nineteenth centuries until com- 

1 Cited from Miliukov in Witt Bowden, Michael Karpovich, and Abbott 


Payson Usher, An Economic History of Europe since 1750, p. 288. New York: 
American Book Company, 1937. 


? Frank Lorimer, op. cit., p. 10. 
3 Ibid., and Bowden, et al, op. cit., pp. 288-90. 
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paratively late. When she did participate, it was largely under the 
influence of foreigners, who brought their technology — and in 
the late nineteenth century their capital — to help end the earlier 
isolation. Yet, curiously, the nobility of Russia prided itself upon 
being familiar with Western culture, particularly that of France; 
and Catherine the Great's court included at times many of the out- 
standing thinkers of her age. But the advanced ideas of the West 
did not percolate down to the masses until comparatively late, and 
those who sought to spread them were often exiled and their writings 
suppressed. The breaking down of this isolation in the late nine- 
teenth and early twentieth centuries played a large part in setting 
the stage for the revolutionary overturns that followed.* 

Against this brief background we shall attempt to trace the de- 
velopment of agriculture, industry, trade, and transport in greater 
detail, though here again it must be borne in mind that for most 
of the period under consideration we are dealing with a large area 
with relatively poor transportation and communication conditions. 
At no time were patterns uniform over the whole territory and for 
all its inhabitants, so that at most we can hope to sketch only the 
most typical and prevalent institutions and relationships, each sub- 
ject to many exceptions under the influence of varied local con- 
ditions. 


The Development of Agriculture 


Agriculture was the chief occupation of the vast majority of 
people in Russia. It was agriculture based primarily upon the 
cultivation of grains — rye, wheat, barley, and oats, chiefly — and 
at least the fourteenth and fifteenth centuries to the freeing of the 
serfs during our own Civil War, and even afterward. The tech- 
niques and implements employed were relatively primitive; livestock 
were comparatively few; and the yields per acre was almost 
uniformly low. Famine was an all too common occurrence. 


4 The penetration of Western ideas into Russia and their effect and modifica- 
tion there are well summarized in Sir John Maynard, Russia ín Flux, pp. 50-139. 
New York: Macmillan, 1948. 

5 P. I. Lyashchenko, Istoriya Narodnogo Khozyaistva SSSR, Vol. 1, p. 242. 
Moscow: 1947. An English translation of an earlier edition of this work has 
been published as History of the National Economy of Russia to the 1917 Revo- 
lution. New York: Macmillan, 1949. All references here are to the Russian 
edition cited. 
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Most frequently the system of cultivation employed was that 
known as the three-field system, the common primitive mode of 
cultivation under feudalism throughout Europe. Peasants lived 
together in small villages, forming communities known at various 
times as the obshchina or mir. In the classical three-field system, 
the land available is divided into three roughly equal parts. The 
first year, one field is planted in winter rye and winter wheat, an- 
other in spring crops, and the third is left fallow in order to permit 
it to accumulate moisture and regain fertility. Crops are shifted 
annually from field to field, and roughly one third of the land is 
left idle each year in a regular rotation. Even more primitive 
agricultural organization in many areas was based upon a two- 
field system, in which each plot of ground was used for several years 
to grow small grains and then was left fallow for several years. 
Under this system, of course, an even larger fraction of the avail- 
able arable land was left idle each year.? 

Usually, the land was further subdivided into many small strips. 
Each peasant family's work area consisted of a number of strips 
scattered at random over all the fields. The number of strips worked 
by each family varied, depending usually upon the size of the fam- 
ily. For long periods in many areas there were periodic redistri- 
butions of the strips so as to adjust the amount of land each family 
had to its size or to the number of workers it had available. This 
system of scattered strips was inefficient, since much time was lost 
as workers went from one strip to another. The motivation for this 
distribution of the land was the desire to assure each family of 
having, on the average, the same quality of land as its neighbors. 
If each family's land had been concentrated into one area, the 
quality would have varied from family to family, with resultant 
bitterness and discontent Two foreign observers, Wallace and 
Haxthausen, commented on the great accuracy of the land divi- 


$ N. S. B. Gras, A History of Agriculture in Europe and America, pp. 28-99. 
New York: Crofts, 1940. 

T Lyashchenko, op. cit., pp. 240-41, 439. V. P. Timoshenko, Agricultural 
Russia and the Wheat Problem, pp. 45-46. Stanford University: Food Re- 
search Institute, 1932. 

8 A good description of how the land was divided is given in D. M. Wallace, 
Russia, pp. 136-37. New York: Holt, 1877. The comments of an earlier ob- 
server, Haxthausen, are reprinted in W. B. Walsh, Readings . . . in Russian 
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sion achieved by illiterate peasants, and the latter noted that in 
some areas unequal amounts of land were given to different fami- 
lies, in compensation for the unequal qualities of different plots. 

In this system of agriculture and community life, the mir played 
a most important role. It acted as an organizing agency of the 
peasantry, coordinating their farming activities by setting the dates 
at which sowing, harvesting, and other major crop operations were 
to be undertaken, and seeing to it that all followed the common 
crop pattern. Wallace noted that "the Communal land thus resem- 
bles to some extent a big farm.... A family may sow what it likes 
in the land allotted to it, but all families must at least conform to 
the accepted system of rotation. In like manner, a family cannot 
begin the autumn plowing before the appointed time, because it 
would thereby interfere with the rights of the other families, who 
use the fallow field as pasturage." ? 

As early as the fifteenth and sixteenth centuries the members of 
the peasant commune or mir were bound together by a common 
obligation to the state for taxes. Officers elected by the commune 
apportioned the total tax burden among its members, allotted land 
to new settlers, and represented the locality before courts and other 
government bodies. If some members of the community left it, 
the tax burden they escaped had to be met by the rest.'?^ Through- 
out the history of Czarism the communal regulation of farming 
was one of the major institutions of the country. 

In the fifteenth and sixteenth centuries, the land was tilled both 
by free peasants and by various categories of bondsmen. The dis- 
tinguishing characteristic of the free peasant was his right to till 
the land whenever he made what he considered a satisfactory 
agreement with its owner, and to leave when he became dissatisfied. 
The earliest restrictions on this freedom aimed at preventing him 
from leaving his land in the middle of the crop year, forcing him 
to stay until the crop had been gathered. In some areas in the 
fifteenth century he could leave only on the fourteenth of Novem- 
ber. Laws passed in 1497 and 1550 named the period in which he 
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could leave as the week before and the week after St. George's 
Day (November 26).!! 


The three major landowners in this period were the Czar him- 
self, the pomeshchiki (the landholding nobility), and the monas. 
teries. The pomeshchiki played the major role in creating the pres- 
sures that led to the mass enslavement of the agricultural popula- 
tion; yet in theory they themselves were the serfs of the Czar. 
They had received grants of land from the Czar as a reward for be- 
coming and contingent upon their remaining "serving people," that 
is, those who functioned in one capacity or another at the royal 
court; or in return for providing and leading fully equipped troops 
as required in time of war or other emergency. When the "serving 
people" ceased to fulfill their obligations toward the sovereign, the 
estates reverted to the Czar — they were not intended to be thc 
pomeshchik’s property in the modern sense of that term. Owner- 
ship of an earlier form of Russian estate, the vochina, was not con- 
tingent upon service; such an estate was inherited from one gen- 
eration to the next. In the fifteenth and sixteenth centuries, how- 
ever, this distinction tended to become ever less important, and 
by the beginning of the eighteenth century the two types of estate 
had been fused into one. The noble owned his land in the sense 
that he could bequeath it, but both he and his heir were bound 
to give service; if the heir was a woman, she took a husband to 
serve the Czar.'? 

As successive and successful wars extended Moscow's domain, 
more and more land at the outskirts of the realm became available 
for bestowal upon the nobility, contingent upon their providing 
properly equipped soldiers in proportion to the size of their land 
grants. To till their land and secure the soldiers they were obligated 
to provide, the new groups of landowners needed peasants who 
would also perform militarv service as needed. To get these ten- 
ants thev had to turn to the older areas nearer Moscow. Thus arose 
a competition between the older and the newer nobility, the latter 
trying to tempt peasants away from the former, who struggled to 
keep them. 


Although the free peasant had the right to leave, even if only at a 
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particular time of the year, this right was conditional upon his sat- 
isfaction of all obligations and indebtedness to his old master. But 
indebtedness was the normal state of the free peasant, since his 
obligations were heavy. He had to pay taxes to the state. He had to 
pay rent to the landowner, either in money or in farm products — 
the so-called obrok payment — or in a certain amount of labor each 
week on the noble's fields — the so-called barshchina. The low crop- 
yields in most years and the all-too-frequent crop failures not only 
prevented many peasants from reducing their past debts — incurred 
often for seeds, implements, livestock, and even for food to keep 
the family alive in the spring and early summer before the harvest — 
but resulted in mounting indebtedness. Fortunate indeed was the 
peasant who could add to his poor earnings from the land by other 
employment. The burden of debt was often so great that peasants 
sold themselves into personal bondage to cancel their debts and to 
get themselves off the tax rolls. 

In there circumstances few peasants could meet their debts and 
leave. Sometimes those landowners who needed new settlers would 
offer to pay the accumulated obligations of those who would settle 
their land, and would make advances to enable the new settler 
and his family to live until their first crop had been gathered. More 
often, peasants and their families fled illegally, seeking to escape 
the cru hing burden of debt upon them and make a new start. 
Sometimes they were aided and even enticed by their would-be 
new lords. Not infrequently, pitched battles occurred between the 
enticers and those whose peasants they were seeking to obtain. 
Peasants were sometimes terrorized or chained to make sure they 
would stay; often they retaliated by taking their master’s valuables 
with them when they fled.!* 

The Czar and his government became increasingly concerned 
over this situation for a number of reasons. The flight of peasants 
from village communities in the older areas concentrated the debt 
burden upon an ever decreasing population. These remaining peas- 
ants could not pay the taxes, and by the end of the sixteenth cen- 
tury it seems likely that their obligations were completely beyond 
their ability to meet them. The reduction in tax payments that 
resulted was aggravated when the most debt-oppressed of the peas- 
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antry voluntarily entered slavery, for by their doing so the number 
of taxpayers was further reduced. Added to these reasons for the 
state's concern was the agitation of the nobility for aid in securing 
the return of those who had fled. 

An outstanding contemporary Soviet economic historian believes 
that the legislative enslavement of the free peasantry began about 
1580, when so-called "forbidden years" were set up, during which 
peasants were simply forbidden to leave the land they occupied, 
even if they had paid their debts. The first such "forbidden years," 
he believes, were 1581-86; they were reinstituted in 1590-95, "after 
which the prohibition of departure had actually become a perma- 
nent measure.” !! Other historians believe that the first stage of 
enslavement was the Ukaz (decree) of 1597, which provided that 
if a peasant ran away from land he had settled after September 1, 
1592, and the landowner brought suit, the courts had to authorize 
the compulsory return of the runaway debtor. The law apparently 
gave landowners no ground for action if a peasant had run away 
before 1592 and no suit had been entered before then.'5 Whatever 
the legality of the situation, however, it seems clear that by the 
beginning of the seventeenth century the heavy indebtedness of 
the great bulk of the peasantry had reduced large numbers to serf 
or near-serf status. Moreover, the legal machinery had been created 
to facilitate the return of those who had left illegally, as well as to 
hinder peasant procurement by labor-short nobles and monasteries. 

The state further helped strengthen the nobility's legal position 
as serf-owners when it conducted censuses for tax purposes in 
1627-28. A worker temporarily employed on an estate and regis- 
tered as such by the census-takers automatically became a regis- 
tered taxpayer and had to stay there. In taking the census of 1646 
the government promised that all landed and landless peasants 
and their families registered in the census would be considered as 
bonded upon the estate where they were recorded and would be 
subject to return without any restriction. This promise was finally 
redeemed by a decree of 1649, which is usually regarded as one 
of the final legal steps in the establishment of serfdom. Thus the 
state sought to guarantee that its taxes should be paid and its nobil- 
ity have cultivators of the soil as well as fighting men when the 
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need arose. Even if a peasant should run away and remain un- 
apprehended, the decree protected the state's rights by requiring 
the landowner to pay the runaway's tax until the next census of his 
peasants for tax purposes. 

During the eighteenth century the whole trend of law, custom, 
and practice tended to make the distinctions between different 
groups of slaves and serfs extremely tenuous. Serfs could be bought 
or sold, with or without the land they worked, like slaves. Legal 
differences and rights tended to become ever more submerged, 
since the enforcement of law on the estates was in the hands of the 
owners, the very persons who had most to gain from the bondage 
of their peasants and the abrogation in practice of any rights 
distinguishing them from slaves." But, as might be expected, the 
creeping imposition of serfdom did not go unresisted, and peasants 
continued to flee as the opportunity arose. Mavor notes: "Toward 
the end of the seventeenth century there were epidemics of flights, 
‘Everyone was running.’...” 18 And periodically there were minor 
or major peasant revolts, the most noted of which was that led by 
Pugachev in 1773, when 30,000 armed rebels were rallied to show 
the serf's discontent with his unhappy lot. 

In considering the situation of the agricultural serf, it must be 
remembered that he was primarily a small farmer who either tilled 
his strips of land full time and surrendered part of his produce 
to his master, or tilled his own strips part of the time and worked 
on the master's land the rest of the time. This was a different sit- 
uation from that of the slave in America, who was employed primar- 
ily as an agricultural laborer on his owner's land, producing some 
valuable crop such as cotton. There were landless serfs in Russia 
who were employed full time on land recognized as the master's, 
but they were not in the typical pattern. 

Perhaps the final perfection of the serfdom organization of ag- 
riculture came in 1762, when a royal decree abolished the service 
requirements that had formerly been the justification for the no- 
bility's landholding. This decree left unchanged the bondage of 
the peasantry until its final abolition a century later. 

Mavor estimates that at about this time (1762-66) some 14,800,000 

16 Ibid., pp. 84-89. Robinson, op. cit, pp. 19-20. 
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out of 19,000,000 persons living in the Russian Empire were serfs. 
Of these, almost 40 per cent were peasants belonging to the state 
itself; over 53 per cent belonged to pomeshchiki. Almost 80 per cent 
of the population lived in bondage.'? The state peasants paid poll 
taxes, furnished recruits, and paid rent for the land they tilled. 
They were governed by the Czar's appointees, whose power re- 
sembled that of the landlords and was sometimes even more op- 
pressive.?? 

What were the consequences of the institution of serfdom? First, 
it degraded the great bulk of the nation's people, keeping them in 
a subservient status and preventing most of them from rising above 
the illiteracy and blind adherence to tradition characteristic of 
this system of human relations. Second, it hindered improvement 
and experimentation in agricultural production. Bolder and more 
imaginative spirits among the peasants could not break the hold of 
the commune and primitive technique upon production, but had 
to follow the same pattern and practices as their less enterprising 
neighbors. Third, it bred ever increasing dissatisfaction among the 
serfs, most of whom.had no hope of attaining freedom and resented 
bitterly having to share their meager produce with masters who 
often made no obvious — sometimes not any — contribution to pro- 
duction. Serfdom permitted the existence of a largely parasitic 
class of land- and serf-owners, while keeping the great mass of 
the population in abject poverty and alienating them from existing 
institutions. Little wonder the peasants believed firmly that the 
land was theirs by right and looked forward eagerly to the time 
when justice would be done them. 


The Abolition of Serfdom 


These and other deficiencies of serfdom were quite clear to many 
in the ruling circles of Russia. Even well before 1800, many govern- 
ment officials and intellectuals pondered the problem of how a 
more satisfactory organization of society could be achieved. How 
should the peasants be freed: by direct government order, or more 
slowly by government encouragement, making it easier for serfs to 
buy their freedom? Should the peasants simply be freed, or should 
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provision also be made to assure them of some land? How were the 
serf-owners' interests and property rights to be treated in any project 
for mass liberation? Many proposals came up for consideration, 
and government committee after government committee struggled 
with the problem. All knew that serfdom had to end some day, but 
how could it be ended while maintaining the equilibrium of the 
state and — most important — preventing the peasantry from re- 
sorting to mass violence and bloodshed to gain revenge for past 
wrongs? A beginning was made as early as 1816-19, when the serfs 
in the Baltic provinces of Estonia, Kurland, and Livonia were freed, 
though they got no land and were forbidden to migrate from the 
rural areas.?! 

There were economic factors pressing for liberation. Some land- 
owners in the first half of the nineteenth century found that they 
could work their land more profitably if they used hired labor. A 
free man worked much more satisfactorily than the unwilling serf, 
who did his duties perfunctorily and was often quite willing to get 
into a quarrel rather than obey orders properly. In bad years when 
crops were poor, landowners had to purchase bread for their serfs 
at high prices, in order to keep them alive. In the 1840's some land- 
owners liberated their peasants rather than meet this obligation. In 
some areas, land on which no serfs were settled sold for higher 
prices than land inhabited by serfs. But in other areas, of course — 
for example, where labor was still scarce — economic conditions 
were such as to make the landowners favor continued serfdom.? 

The final blow to serfdom was the disastrous Russian defeat in the 
Crimean War (1854-56). In the highest ruling circles and among the 
most influential intellectuals, this military catastrophe was recog- 
nized as primarily the result of the economic and political back- 
wardness of Russia compared with the victors, England and France 
particularly. The leading element in this backwardness was recog- 
nized to be the outmoded institution of serfdom. Five years after 
this defeat, the peasants were emancipated; the institution that had 
met military needs in the sixteenth century had failed to meet them 
in the nineteenth.” 
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The reform of 1861 that deprived the nobles of their serfs, and 
the additional reforms in the next few years that freed the even 
larger number of state peasants, fell far short of meeting all the 
hopes of the peasantry. But these reforms were far more generous 
than many groups of landlords had wished. They represented 
compromises between the conflicting interests of the groups in- 
volved. The landlords in the black earth regions sought to keep 
as much of their land as possible; those in the less fertile northern 
regions sought maximum compensation for the profits they had 
made from serf labor. The peasants wished freedom and land 
without cost to themselves. Their expectations and hopes knew no 
bounds.?* 

The leading objective of the reforms of the 1860's seems to have 
been to create a new free class of peasants working the same amount 
of land they had worked before being freed, but leaving the land- 
lords in possession of the land that had been worked for them by 
serfs doing barshchina or by landless agricultural laborers. To take 
account of the diverse conditions on different estates, maximum and 
minimum norms were set in different areas. Where actual serf 
holdings exceeded the maximum norms, landlords could demand 
that the excess remain their property. Where serfs had no land at 
all or less than the minimum norms, they were to be allotted 
additional land. In practice, however, the former serfs got little or 
no additional land, while losing perhaps as much as 20 per cent 
of the land they had worked before the reform, much of this loss 
taking place in the fertile black soil areas of the Ukraine and the 
middle Volga. Worst off from the point of view of land holdings 
were the more than half million peasants who chose to accept the 
so-called “beggarly allotments,” equivalent to one fourth of the 
maximum norm, in order that their land might not be encumbered 
by any landlord claims for dues, services, or land payment. 

The land allotted to the peasants was not a gift. It was to be paid 
for over a period of forty-nine years through redemption payments 
made to the state, which compensated the former landowners with 
redemption bonds immediately after the reform took place on each 
estate. Joint responsibility for meeting these payments was placed 
upon the members of the commune, and it was the commune, rather 
than the individual peasants, which was given title to the new 
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lands. Members could not leave the commune without its per- 
mission, a measure aimed at preventing peasants from fleeing their 
obligations to redeem the land. Under the new laws the commune 
became an even more formal unit of administration. It became a 
basic component of the police system. It continued to levy taxes 
for local needs and, often, to redistribute land periodically in order 
to take account of the changing size and work force of each peasant 
family. 

From the peasants' point of view, one of the worst features of 
these reforms was that the prices received by landlords for their land 
were often far above its true market value. This gave many land- 
lords a concealed but nonetheless real payment for the loss of their 
serf property, though the law had specifically forbidden such com- 
pensation. Thus from the very beginning large numbers of former 
serfs found themselves with inadequate amounts of land for which 
they were heavily indebted, hardly an auspicious beginning for their 
freedom.?* 

The reforms of the 1860's did not solve Russia's peasant problem, 
as is evidenced by the prominent role of the peasantry in the dis- 
turbances of the second half of the nineteenth century and in the 
revolutions of 1905 and 1917. After the reforms the plight of 
millions of peasants grew steadily worse, as their debts piled up — 
the result of the complete inadequacy of their land allotments to 
provide income sufficient for the redemption payments, government 
taxes, and subsistence needs. As early as the 1870's the govern- 
ment began to be alarmed about the mounting arrears in peasant 
payments and sent investigators to the areas of greatest delinquency. 
These investigators found the peasantry often near the edge of 
starvation. The world-wide fall in grain prices during the last two 
decades of the nineteenth century greatly worsened the situation; °° 
tnoreover, the rapid growth of population in this period intensified 
peasant distress and made the inadequacy of their land holdings 
ever more apparent. 

Not all Russian peasants were poverty-stricken, however. By 
1900 significant differentiation had arisen among them. The most 
enterprising, those with better land, larger allotments, and a 
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favorable market situation, had become more prosperous and were 
raising themselves above the mass of their fellows. They were buy- 
ing or leasing additional land and employing workers outside their 
families. Lenin estimated in 1905 that 10.5 million poor peasants had 
on the average about 19 acres each; 1 million “middle peasants” 
averaged about 40 acres each; 1.5 million farms, owned by the rich- 
est peasants and by capitalist entrepreneurs, averaged about 126 
acres.?* (The average-sized farm in the top group was, of course, of 
only moderate size by United States standards.) Lenin estimated 
too that 30,000 pomeshchik estates averaged over 6,200 acres apiece 
and had as much land in the aggregate as all the 1.5 million richer 
farmers, and almost as much land as the 10.5 million poor peasants, 
taken together. 

The growth of peasant landholdings after the reform is sum- 
marized by comparing the approximately 300,000,000 acres they 
got originally in the early 1860's with the 500,000,000 acres they 
held on January 1, 1917.*8 In part this growth of peasant land was 
aided by the Peasant Bank, founded by the government in 1882, 
which lent money for land purchase and later was allowed to buy 
up estates for resale to peasants on easier terms. 

Until the early years of the twentieth century, however, the com- 
mune often obstructed differentiation among the peasantry. This 
institution stood for equality of landholding in terms of manpower, 
an equality imposed by the periodic redistribution of land among 
members. And to the extent that the village community could 
force the observance of common crop patterns and cultivation 
practices on the strips of the three-field or the two-field system, it 
hindered technological improvement and higher agricultural pro- 
duction. The differentiation sanctioned by the mir was that re- 
sulting from the different sizes of peasant families. It is significant 
that the wealthiest 20 per cent of peasant families in the 1890's 
had 26 to 30 per cent of the peasant population.?? 

After 1860 Russian agriculture became increasingly commercial. 
More and more it produced for market sale rather than for peasant 
consumption and payment in kind to meet serf obligations. On the 
one hand, the peasants needed relatively large amounts of cash to 

21 Ibid., p. 84. 
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meet their redemption payments and taxes. On the other, both do- 
mestic and foreign markets were expanding. From 1860-1914 in- 
dustry grew rapidly, with consequent expansion in urban popula- 
tions, for whom food had to be provided. The growth of the 
internal railroad network provided the means for moving food and 
agricultural raw materials from farms to urban markets and, most 
important, to seaports. This was the era in which Russian grain 
exports mounted sharply and became a major factor in international 
trade. The growth of these markets stimulated the development 
of large-scale production both on estates and on the holdings of 
the peasantry. The demand for sugar beets, dairy products, flax, 
hemp, and other agricultural raw materials stimulated expansion 
of the acreage devoted to them and consequently their production. 

The unsuccessful Russo-Japanese, War_of 1904-5 and the. accom- 
panying revolutionary disturbances, both. in..the cities and the 
countryside, marked the next turning point in the development of 
Russia's agricultural institutions. The violently expressed resent- 
ment of the peasantry against the remaining large landholdings of 
the nobility raised the specter of more successful revolution in 
the future, the same specter that had played a potent part in the 
deliberations preceding 1861. Clearly the problem of making the 
peasantry, or at least a large section of it, a bulwark of Czarist 
rule rather than an opponent of it had not been solved. 

In 1906 a new and radically different agrarian policy, the so- 
called Stolypin reforms, was adopted to.accomplish this end, but 
important steps had been taken even eaxlier. In 1903 the collective 
responsibility for redemption payments had been ended, and in 
1905 the redemption payments had been entirely wiped out, to 
quiet the revolutionary mood of the countryside. The Stolypin 
reforms went further. They aimed at ending the communal nature 
of Russian agriculture and substituting for it an agriculture com- 
posed of consolidated, individually owned farms on which modern 
farm technology could most easily be applied. On these the most 
enterprising and able could forge ahead, unhindered by the dead 
hand of traditional practice and egalitarianism as expressed in 
the mir. 

To accomplish its objectives, the decree of November 9, 1906, 
divided all rural communities into two groups: those in which land 
had been redistributed among peasant families since the ending 
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of serfdom, and those in which such redistribution had not taken 
place. Peasant allotments in the second group of communities were 
recognized as being the private property of the various peasant 
families involved. In those communities where redistribution had 
taken place, any member was permitted to leave the community 
when he wished. The community, upon his demand, was obligated 
to give him his land, not in the customary scattered strips, but, so 
far as possible, in one continuous piece. The regulations governing 
the breakup of communities by vote of members were revised so 
as to make such dissolution easier. The individual farms emerg- 
ing from this reform could be sold or bequeathed to the owner's 
heirs. In some areas peasants were encouraged to move out of the 
old common villages into new homes, the so-called Khutors, on the 
new consolidated areas they owned.*° 

These reforms obviously met a real demand from a significant 
section of the peasantry. Between 1907 and 1915, about 2.5 mil- 
lion peasants in European Russia, about 24 per cent of the total, 
were confirmed as individual owners of their own farms, a total 
area of about 45 million acres. In some parts of the Ukraine as 
much as 50 per cent of all peasant holdings had been turned into 
privately owned farms by 1915; but in areas where agriculture was 
less dependent upon market sale, the relative importance of this 
movement was much less. It was in the areas of commercialized 
agriculture that farmers were most apt to be dissatisfied with the 
hampering effects of mir control and to be aware of the possibilities 
in improved agricultural technique.?! 

In an effort to minimize peasant discontent in areas where the 
growth of population had intensified rural poverty, the Russian 
government encouraged migration to its Asiatic lands, subsidizing 
it in part and taking the responsibility of preparing land for new 
settlers. Between 1905 and 1914 alone, about 3 million persons 
moved from European to Asiatic Russia, thus practically complet- 
ing the agricultural colonization of Siberia for several decades. 
The migration to Asia from 1906 to 1913 drained off about half the 
natural increase of the rural population in those parts of European 
Russia that were overpopulated.?? 
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What the Stolypin reforms, the government-encouraged migra- 
tion out of European Russia, and other steps taken by the Czarist 
regime to ease the peasant problem might have accomplished in 
time, we shall never know. The outbreak of World War I in 1914 
required the concentration of energies upon other matters. In 1916 
the Stolypin program had to be suspended because of fears. among 
the soldiers that their interests at home might be damaged by its 
operation while they were away. Military defeats and peasant dis- 
satisfaction helped overthrow first the Czar and then the parlia- 
mentary government that succeeded him. Thenceforth the devel- 
opment of Russian agriculture and of peasant organization were 
to be the concern of the new Bolshevik rulers. Thus history ex- 
pressed its verdict that the reform of 1861, Stolypin's legislation, 
and the other steps taken by the Czarist regime had all fallen into 
the category of too little and too late. 


Industry, Trade, and Transport 


Before 1860 — and even decades later — the Russian village, like 
other preindustrial societies, met most of its own needs. The over- 
whelming majority of the population was engaged in agriculture, 
and the primal economic problem of most families was to produce 
enough food to feed its members and pay the required dues to the 
lord and the state. To a large extent each family was a self-con- 
tained unit, baking its own bread, making much of its own clothing, 
building and repairing its own abode, and otherwise meeting its 
own needs. A village typically had a few craftsmen and artisans — 
weavers, carpenters, blacksmiths, cobblers, and the like — who pro- 
duced those items that the individual peasant family could not 
conveniently make itself. The number and variety of these crafts- 
men varied from village to village, both being greatest in those 
communities adjacent to a pomeshchik estate or a monastery. Here 
the greater demand and greater means for purchase enabled more 
craftsmen to make a living. To a very large extent, therefore, the 
needs of most people were met logically through their own and their 
neighbors’ production.?? 

But even in the thirteenth and fourteenth centuries, when this 
picture was most typical, a certain amount of industry and trade 
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for comparatively large markets was carried on. In Moscow and 
other cities the number and variety of handicraftsmen and their 
products were much more extensive than in the peasant villages, 
and even those villages had to rely upon outside sources for salt, 
iron, wine, and other goods. The cities needed food for their in- 
habitants, which they obtained from the peasants, supplying in re- 
turn weapons, clothing, shoes, and other products of urban pro- 
duction. As elsewhere in Europe, fairs, conducted annually or more 
often brought buyers and sellers together to exchange products 
produced over a wide area. Intercity and interareal trade were hin- 
dered by the poor condition, or complete absence, of roads, but 
goods were carried for long distances over the rivers of the Russian 
plain. Monasteries, princes, and large landowners often played im- 
portant roles in this trade, either carrying it on directly with the 
help of agents located at widely distant points, or financing and 
protecting merchants engaged in this activity.?! 

The needs of war furnished a particularly important impetus for 
industry and trade in these years. Toward the end of the fifteenth 
century lvan III called in foreigners to help inaugurate the pro- 
duction of artillery weapons for the Moscow state, thus hoping to 
end the earlier dependence of Russian armies upon imports of such 
heavy and relatively complex weapons. In general the needs of 
Russian armies for weapons, munitions, means of transport, and 
other commodities were on a scale that could not be easily satis- 
fied by the production of the individual handicraftsman or by small 
groups. This gave an important impetus to the development of 
larger-scale industry.?5 

As the Moscow state expanded territorially from the fifteenth to 
the seventeenth century, it offered an ever-expanding domestic 
market for the products of industry and mining and an ever larger 
area for trade. Its cities grew both in size and in number, while 
the requirements of its armies rose too, as their numbers increased 
and military operations became more complex. In the sixteenth 
century the cities of the Moscow state had about 200 different types 
of artisans. Moscow and Novgorod had over 2,000 such workers 
each, while hundreds were to be found in smaller cities such as 


34 Ibid., pp. 204-13. 
35 Ibid., p. 273. 


THE HISTORICAL BACKGROUND 55 


Mozhaisk and Tula. Bakers, fishermen, winemakers, leatherworkers, 
hatmakers, metal workers of diverse types, these were among the 
most important groups of artisans. Large-scale enterpreneurs and 
traders sprang up, organizing the production of varied commodities 
and trading over large areas. In the enterprises of the Stroganov 
family alone, 10,000 free workers and 5,000 serfs were employed.3 
In the seventeenth century the feudal lord Morozov had a large- 
scale potash works, as well as shops producing iron implements, 
leather, bricks, and other commodities. His own serfs composed a 
large part of his labor force, their work being the barshchina pay- 
ment to him. He owned about 300 villages and tens of thousands 
of bondsmen, combining the activities of a large-scale landowner, 
industrialist, and trader.*7 During the sixteenth and seventeenth 
centuries the state owned mines, shops, and other enterprises, which 
supplied it with the weapons, currency, and other commodities it 
required. These production units employed state peasants directed 
by foreign technicians. About 1650 foreigners built glass, stationery, 
and iron-fabricating factories in Moscow and elsewhere. Foreign 
trade became an appreciable factor in the country’s economy. Com- 
merce with England and Holland flowed through the Barents Sea 
into Archangel and through non-Russian Baltic ports. Trade with 
Germany and Poland went overland through the Ukraine; and trade 
with Persia, China, and India, through Siberia and over the Caspian 
Sea.38 


Peter the Great's Contribution 


The reign of Peter the Great (1682-1725) saw the most con- 
centrated and rapid progress in expanding industry achieved up to 
that time. Others before him had sent out prospectors to find mineral 
deposits; he sent out a veritable army of them, and was well re- 
warded by their findings. Two centuries before him, Ivan III had 
brought in an Italian cannonmaker, and small numbers of other 
foreign experts were brought in from time to time after that; Peter 
brought in foreign experts in wholesale lots and made his em- 
bassies throughout Europe virtual employment agencies. More- 
over, he imported not only technicians but mathematicians and 

30 Ibid., pp. 267-72. 
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38 Ibid., p. 310. 
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other scholars to teach in his schools. He himself had visited West- 
ern Europe and England, learning at first hand the advanced nature 
of Western technology, and absorbing the mercantilist ideas of state 
economic policy prevalent at the time.*° 

In large part the motivation for Peter's economic policy was the 
desire to meet adequately the needs of his large armies and of the 
navy he hoped to build. His determination to build his new capital, 
St. Petersburg (now Leningrad), on the swamps where the Neva 
River joins the Gulf of Finland created additional great needs for 
commodities of the most diverse sort. Peter realized Russia's enor- 
mous resources and potentialities, and desired to make them actu- 
alities so far as he could. As absolute ruler of his country, he had 
the power to commandeer its wealth for the realization of his pro- 
jects, much as the absolute rulers of the contemporary Soviet Union 
have been able to utilize the same nation's resources for their own 
ambitious goals. 

To build a large-scale industrv, one needs raw materials, technical 
knowledge, capital, and labor. For the first Peter could draw upon 
the varied agricultural and forest output of his realm, as well as upon 
the old and newly discovered mineral resources within it. Thus he 
intensively exploited the iron resources of the Ural Mountains. 
Almost 30,000 short tons of pig iron were smelted in Russia in 1718; 
England, usually regarded as the home of the industrial revolution, 
produced less than 20,000 short tons of iron in 1740. As a result of 
the beginnings made under Peter, by the middle of the eighteenth 
century Russia was the world's largest producer of iron and copper.*? 

Peter turned to the West, as we have seen, to obtain the most 
skilled technicians he could hire. These were brought to Russia 
under generous contracts, not only to work at their specialties, but 
also to teach Russians the new skills and methods that had been de- 
veloped in France, Holland, England, and other Western countries. 
Moreover, Peter sent many young Russians abroad to study in the 
schools and the workshops of Western Europe, thus further adding 
to the technically and professionally trained personnel at his dis- 


39 Mavor, op. cit., pp. 116-19. 

30 Ibid., p. 129, and Lyashchenko, op. cit., p. 405. The pig-iron figure for 
Russia given here is cited by Lyashchenko as the conclusion of recent investiga- 
tions invalidating the higher figure cited bv Mavor. Cf. also Bowden, et al., op. 
cit., pp. 301, 385. 
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posal. More general, but not unimportant in its cumulative effect, 
was Peter's enthusiasm for education and his efforts to insure that 
at least the children of the "serving people" got an education. He 
required that they pass an examination before being admitted to 
public service. 

Some of the most thorny problems Peter had to contend with were 
related to the obtaining of capital for starting new factories, mines, 
and other enterprises he desired to carry out. Much of this capital 
was provided by the state treasury, which initiated some produc- 
tive units and partially subsidized others. Such financing of capital 
expansion was expensive, of course. Peter's wars and standing 
armed forces drained the treasury even more heavily and created a 
serious fiscal problem. To raise money for his treasury, Peter and 
his subordinates resorted to many devices. Not only were new taxes 
imposed upon the already heavily burdened peasantry, but excise 
taxes of every imaginable kind proliferated rapidly—beards, chim- 
neys, water, baths, and cucumbers being a few of the things taxed. 
The state monopolized the production of many essential com- 
modities such as salt, tobacco, fish, oil, oak coffins, and other items, 
and doubled or quadrupled their prices. Salt, for example, became 
a luxury, and poverty-stricken peasants died because they could not 
afford it. Peter ordered many of the country's church bells to be 
melted down to make cannon. In 1701 he confiscated the incomes 
from the large monastery estates. And like many another im- 
pecunious medieval ruler, he reduced the silver content of his 
currency. By the end of his reign the country had token money 
rather than a currency that was intrinsically valuable because of 
its silver content. 

Peter's exactions from his countrymen to pay for his military and 
economic activities served to reduce a low standard of living still 
further—again reminding us of the policies followed by the recent 
masters of the USSR; like them he abstained from obtaining foreign 
loans and other external financing that might have limited his 
freedom of action. Peter's generation, like Stalin's, paid for their 
country’s progress by their own privation. 

But treasury funds were not the only source of capital during 
this period. Substantial capital accumulations existed in the hands 
of the landowning gentry and the rich merchant families. Tax 


#1 Mavor, op. cit, pp. 131-35. 
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exemptions, subsidies, high tariff protection, monopolistic privileges 
—these and other incentives were offered to those who would invest 
their means in enterprises as diverse as moose hunting in the forests 
of the north and silk manufacturing. The stick as well as the carrot 
was used to obtain such investment, and merchants were informed 
of their obligation to create industrial production units. Wealthy 
interests seeking to evade this "public duty" transferred their funds 
to England, Holland, and Italy, while others hoarded gold and 
silver. Many a potential entrepreneur was apparently frightened 
away by the close and arbitrary control exercised by the govern- 
ment over economic activity of any significant size. Those who 
invested did so because of the prospect of great profits, but their 
inexperience and incompetence often brought them to financial 
disaster, their enterprises collapsing unless additional government 
aid could be obtained.*? 

Since Russia, at the beginning of the eighteenth century, had no 
large body of free workers seeking employment for wages, the 
problem of recruiting an industrial labor force had to be solved 
primarily by the use of serfs belonging to either the state or the 
gentry. When the government set up factories, it typically assigned 
the residents of nearby villages on state land to work in them. 
In 1721 merchants owning factories were permitted to buy entire 
village populations, thus gaining the formerly denied right of 
owning serfs. These latter were associated with the enterprise and 
might not be diverted to other work. This was the origin of the 
class of “ascribed” or “possessional” peasants, who formed an impor- 
tant portion of Russia's nonagricultural labor force till the 1860’s_ 
Not all the industrial workers of this time were unfree, however. 
There were relatively small groups of urban free men—former 
handicraft workers, tradespeople, children of soldiers, beggars, andi 
the like — who were recruited in such numbers as available. But 
the pressing need for a rapidly expanded labor supply could only 
be solved in this period by the use of forced labor, primarily tha w 
of the bonded peasantry, but also including convicts. Significant] y-- 
eleven years after Peter's death a decree of 1736 declared all free 
men working in factories, together with their families, to be hence- 
forth bondsmen attached to the factories "forever." Russia's indu s= 
trial proletariat, therefore, began as an unfree group, subject t« 

42 Ibid., pp. 127-28. 
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the same disabilities as the serfs of the countryside, from whose 


ranks most of these new proletarians were rudely taken by govern- 
ment fat.*? 

Of the 195 largest factories established during Peter's reign, 26 
produced linen and silk fabrics as well as cloth; 5 produced leather; 
4, paper; and 8, weapons. In addition there were factories produc- 
ing canvas for sails, about 20 iron and other metallurgical refineries, 
and other assorted enterprises. Some of these production units 
employed well over a thousand workers each; others, several 
hundred. But these must not be thought of in terms of modern 
centralized factories, all of whose employees tend machinery in 
one building. Some of these "factories" were little more than 
organizations that united and coordinated the activities of hundreds 
of domestic workers, each in his own home, or small numbers 
working together in tiny workrooms. This tended to be the pattern 
in weaving and other branches of textile manufacturing. In 
metallurgical shops, on the other hand, the very nature of the 
production technique required that a fairly large number of workers 
be concentrated in one place. Their work was characterized by a 
fairly high division of labor, and some of them used machinery 
run by water power, bellows, furnaces, and the like, though many 
used only the simplest of tools, such as hammers. For some products, 
the manufacturing process involved both operations done in the 
central building and others done by artisans in small workrooms 
or at home.“ 

After Peter's death, industrial development continued, though 
at a slower pace for a time. In mining, for example, 31,388 ascribed 
peasants belonged to the work force in 1719. By 1741-43, the 
number had grown to 87,253; and 50 years later, in 1794-96, the 
number of these serf miners was 312,218, a tenfold growth within a 
century." The growth of manufacturing was not nearly so rapid, 
however. Data for 1770, covering manufacturing plants outside of 
St. Petersburg that reported to the manufacturing collegium, show 
only 190 factories, employing a total of only 34,316 ascribed and 


43 Ihid., pp. 125-26, and Lyashchenko, op. cit., pp. 389-91. 

44 Lyashchenko, op. cit., pp. 403-4. 

45 Ibid., pp. 392-94. 
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possessional peasants.47 The growth thereafter was rapid, however, 
as is indicated by the following data: 


Taste 6. Number of Factories and Number of Workers in the Manufacturing 
Industry of Russia during Selected Years, 1770-1860. 


Number of Workers 


Year Number of Factories (000 omitted) 
VITO) dite scs tr e ms over 190 about 60 
2,399 95.9 
2,491 137.8 
4,578 179.6 
5,453 253.9 
6,863 435.8 
9,843 501.6 
15,338 565.1 


Source: Rashin, Formirovaniye Promyshlennogo Proletariata V Rossii, p. 23. 


The above data include many small enterprises of less than ten 
workers as well as larger plants, so they must be interpreted with 
care. In addition they reflect, not only the growth of old industries, 
but also the introduction and development of new ones over this 
period.*® Despite the qualifications that must be attached to these 
data, the figures make it abundantly clear that industrial production 
grew significantly, and at times rapidly, in the century before the 
ending of serfdom. The Napoleonic wars cut Russia off from 
imports of English goods, stimulating the domestic production of 
substitutes; machinery of all kinds was slowly but steadily imported 
from abroad after 1800, so that Russia participated in part in the 
alteration of production methods that went on so rapidly in Western 
Europe, and particularly England. Cotton cloth production, based 
largely on the use of imported cotton, forged ahead very rapidly 
after 1880, as new technical developments made such cloth by far 
the cheapest clothing material and thus opened up a wide domestic 
market for its use. The government prohibited the import of many 
kinds of goods and put high tariff rates on many others, hoping to 
stimulate some industries by protecting them wholly or in part 
from the competition of cheaper production abroad. This protec- 
tionist policy lasted from 1822 to 1850, after which there was a turn 
toward freer trade.” 


47 Ibid., p. 18. 
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49 Lyashchenko, op. cit., pp. 462, 492. 
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But although the economic development during the first half of 
the nineteenth century was appreciable, it was relatively slow 
compared to the almost explosive increase of production elsewhere 
in Europe. Pig iron provides a striking, though not entirely repre- 
sentative, case in point. In 1800 Russia's pig-iron output was about 
the same as England's. By the 1850's Russia's production, which had 
much less than doubled, was far behind England's which had 
increased ten times over. By 1860, Russia stood in eighth place 
among the producers of pig iron, behind even Austria and Prussia.5" 

Such relative slowness of growth is. not surprising in view af the 
political, social, and economic structure of the country at the time. 
Since the majority of the population consisted of poverty-stricken 
bonded peasants, mass markets existed for relatively few com- 
modities. The existence of large areas of monopolized production 
hindered the increase of output that might have followed competi- 
tive price reductions. Effective Russian contributions to the rapid 
growth of industrial technology were few. The importation of more 
modern technology was hindered both by efforts of advanced 
powers to monopolize their discoveries—England’s policy in the 
case of some types of textile machinery is illustrative—and by inertia 
and lack of mass markets in Russia. Not least important, the 
continuing role of unfree labor in large segments of Russia's non- 
agricultural economy hindered technical advance, since such work- 
ers could be relied upon to do only the simplest and least responsi- 
ble tasks. 

The inadequacies of an unfree labor force began to be realized 
soon after the introduction of automatic machinery and other dis- 
placement of simple hand methods in production. Thus in 1887 a 
group of manufacturers in Moscow Province wrote the Minister of 
Finance complaining that possessional peasants could not be used 
where thought and judgment, as well as mere physical exertion, 
were required. Moreover, they complained, these ignorant workers 
were an increasing burden, since they and their children had to be 
fed, regardless of their productive contribution! Such sentiments 
were general and were acted upon by manufacturers. Data for 
most Russian industry, excluding mining and some food-processing 
branches, show that the proportion of free workers in the factory 
labor force rose from 32 per cent in 1770 to 50 per cent in 1812 and 


50 Ibid., p. 537. 
51 Quoted in Rashin, op. cit., p. 62. 
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87 per cent in 1860. As early as 1825, almost 95 per cent of all cotton 
textile workers and 93 per cent of leatherworkers were free, as were 
the great majority of workers in linen and silk manufacturing. 
Possessional peasants and serfs of the gentry formed the great bulk 
of the labor force in mining, in metallurgical manufacture, and in 
the branches of the textile industry controlled by the nobility, who 
used their own subject workers to process the flax, hemp, and 
wool their estates produced? Long before serfdom was ended by 
the Czars decree, much of Russian industry had learned that 
slavery and advanced d technology were incompatible and made e an 
unprofitable combination. 

The term "free workers" as used above should not be interpreted 
in the modern sense, for the great majority of these were serfs too. 
But they had been given passports by their owners permitting them 
to travel and look for work under conditions that they negotiated 
with their employers. From their earnings they paid obrok money 
to their lord, keeping the remainder to provide for themselves, Their 
wages were low, far below the level of foreign workers’ Nevertheless 
these serfs—and state peasants who could not find employment in 
agriculture—were termed a free labor force; they were relatively 
free compared to those who worked under usual feudal conditions. 
Moreover, as we have noted, the traveling serf-workman had an 
incentive to raise his earnings, and therefore his productive abilities, 
because he was permitted to retain the excess of his wages over the 
required obrok payment. 


Development after the End of Serfdom 


The year 1861 marks a fundamental turning point in the history 
of the nonagricultural sectors of the Russian economy. The freeing 
of the serfs opened the way for recruitment of a free labor force on 
a scale never before known. For most peasants, the desertion of 
agriculture for other occupations was hindered by the collective 
obligations for land-redemption payments and the necessity for 
those so bound to obtain passports. But even in the first years of 
the postreform period, several million peasants found themselves 
with little or no land, and with no obligations for redemption pay- 
ments. They were free to shift to other occupations. 


52 Ibid., p. 71, and Lyashchenko, op. cit., pp. 535-36. 
53 Rashin, op. cit., pp. 79-82. 
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The land-redemption bonds issued the nobility by the government 
provided an important source of capital, since they could be 
liquidated at the owners' pleasure, though often only at a substantial 
discount. This capital could be, and often was, invested in the 
development of trade, industry, and transport. The land-redemp- 
tion requirement, moreover, brought the mass of peasantry, more 
intimately than ever before, into a monetary economy, placing 
greater pressure upon them to raise crops for sale and, for many, 
creating a most potent incentive to earn money in occupations other 
than agriculture. In these and other ways the reform created a 
ferment and activity with the most momentous consequences. 

The Russian revolutions of 1917 came, not at the end of a long 
period of stagnation and decay, but rather after more than a half 
century of the most rapid and comprehensive economic progress. 
The average annual rate of growth of industrial output in Russia 
between 1885 and 1889, and again between 1907 and 1913, 
substantially exceeded the corresponding rates of growth during 
the same period in the United States, Great Britain, and Germany. 
Between 1890 and 1899, industrial production in Russia grew on 
the average over 8 per cent each year.** In roughly two out of every 
three years between 1868 and 1919, 1,000 kilometers (621 miles) or 
more of railroad lines were completed. In 1908, 8,390 kilometers 
were finished; in 1899, 5,257 kilometers; in 1900 and 1901, over 
3,000 kilometers each year. By the outbreak of the first World War, 
Western Russia was covered with a relatively dense network of 
railroad lines designed to serve both strategic military purposes 
and the domestic and foreign trade activities of the country. 
Moreover, the Trans-Siberian Railroad had been completed, con- 
necting Moscow and St. Petersburg with Vladivostok on the 
Pacific Ocean, and running through the heart of Siberia. This 
rapid development of industry and transportation did not proceed 
unchecked, of course, and was held back from time to time by crises 
and depression, as in 1878 and 1882; but the whole period 1861-1914 
had rapid development as its key feature. The tempo of increased 
production of major commodities is shown in Table 7. 


51 A. Gerschenkron, "The Rate of Industrial Growth in Russia since 1885," 
The Journal of Economic History, Supplement VII (1947), p. 156. 
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TABLE 7. Production of Selected Commodities in Russia, 1860-1918. 


Commodity Unit 1860 1870 1880 1890 1900 1913 
Coal sxx. dace. mil. pnds* 18.3 42.4 2009 867.2 995.2 2,214 
Petroleum ..... mil. puds = 18 840 241.0 632.0 561 
Pig Iron ....... milpuds 19.6 20.7 26.1 55.2 176.8 288 


Tron and Steel .. mil. puds 12.4 14.5 35.3 48.4 134.4 241 


* One pud equals 36.1 pounds avoirdupois. 
Source: Pyashchenko. op. cit., Vol. II, pp. 151, 152, 410. 


During the last half century of Czarist rule, the figures above 
clearly indicate, Russia went a good way toward ending its former 
economic backwardness. In this period was laid much of the 
foundation upon which the Soviet Union was later to build its own 
rapid economic expansion. The very rapidity of this movement 
created tensions and strains that produced social upheaval. But even 
the progress made by 1917 had far from closed the gap in economic 
development between Russia, on the one hand, and Western Europe 
and the United States, on the other. 

What were the major factors behind this great unleashing of 
Russian energies? Among the most important were the expansion of 
domestic and foreign markets for Russian products, and the deliber- 
ate policy followed by the Russian government in consistently 
encouraging economic development in every way possible. Market 
expansion was in turn the product of many forces: the rapid rise of 
Russian population; the unifying of the country by railroad lines, 
which helped break down the old local barriers and created a true 
national market for the products of many industries; the con- 
tinued weakening—though not elimination—of peasant village self- 
sufficiency under the impact of increased participation in a money 
economy and increased contact with urban living patterns; the 
particularly rapid growth of urban population, that is, of people 
accustomed to purchasing the bulk of their food and consumer 
goods; the requirements for rapid capital development of railroad 
lines, factories, shipbuilding, and other facilities, which, in turn, of 
course, represented a response in part to earlier market expansion. 
The growth of Russian exports, particularly of grain, was facilitated 
by the increasing industrialization of Central and Western Europe 
and the corresponding sharp increase of industrial populations 
seeking food at the lowest cost. 
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Government policy was most important in this development. 
Abolition of serfdom, itself, was perhaps the greatest single con- 
tribution, but other contributions were more direct. The state 
treasury itself financed much of the railroad building and factory 
construction, while the state bank helped other enterprises of non- 
government origin. A consistent policy of encouraging and facili- 
tating foreign capital investment, and the import of technicians and 
technology from abroad, brought rich returns. To pay for heavy 
treasury expenditures the government kept the tax burden oppres- 
sive. This had the additional effect of forcing the peasantry to sell 
more grain and other agricultural products than they otherwise 
might have done, which in turn facilitated the grain exports that 
made it possible for Russia to have a favorable balance of trade 
and maintain interest payments on its huge capital imports. "Let us 
starve but export,” was Finance Minister Vyshnegradsky's slogan ™ 
almost 50 years before Stalin let Ukrainians starve while shipping 
grain abroad to pay for American farm machinery. Through tariffs 
and other restrictions on international trade, the government sought 
on the one hand to protect domestic industry and on the other to cut 
down unnecessary imports that might endanger the favorable bal- 
ance of trade needed to maintain the confidence of foreign investors. 
But this was not a policy of blind protectionism, and in the early 
years of railroad expansion, before the mid-eighties, the vast metal- 
lurgical and machinery requirements for this purpose were per- 
mitted to come in from abroad almost unhindered.5? 

Without the aid of foreign capital, technicians, and technology, 
this rapid development of productive forces and output could not 
have been attained. As early as 1890, over one third of all capital in 
Russian joint-stock companies was from foreign sources. By 1900 
the ratio had risen to half the total. Of the more than 2.2 billion 
rubles of foreign capital so invested in 1916—17, 32.6 per cent came 
from France, 22.6 per cent from Great Britain, 19.7 per cent from 
Germany, 14.3 per cent from Belgium, and 5.2 per cent from the 
United States. In the mining industry the proportion of foreign 
capital was 91 per cent; in the chemical industry, 50 per cent; in 
metal fabricating, 42 per cent; in woodworking, 37 per cent; and in 
the textile industry, 28 per cent.°® In addition a large part of the 
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cost of railroad construction was financed by foreign loans, par- 
ticularly from France. Moreover, the foreigners did not merely 
content themselves with investing money to earn dividends and 
interest; they also provided the managerial, engineering, and other 
skills required for this development, as well as much of the modern 
machinery for Russia's new factories and railroads. The rapid 
development after 1870 of the Donets coal basin and Krivoy Rog 
iron mines for steelmaking and other purposes was to a large extent 
the result of the activities of the English entrepreneur John Hughes. 
Similarly, the Swedish firm of Nobel, backed by English and French 
capital, was responsible for the rapid increase in the production 
of oil at Baku, which soon became Russia's leading petroleum 
source, just as the Donbas-Krivoy Rog area became Russia's primary 
supplier of coal, iron, and steel. In the textile industry, Ludwig 
Knoop, a German, built and financed much of the rapid expansion 
that took place, utilizing many English technicians from Lancashire. 

Along with the great expansion of industrial and mining output 
from 1860 to 1918 went a sharp increase in the labor force employed 
in these branches of the economy. In 1860 more than 800,000 
workers were engaged in manufacturing and mining; in 1913 over 
3,000,000 were so employed, a rise of almost 400 per cent.5° In 
addition, Russia had over 1,000,000 construction workers about 
1910,°° and well over 400,000 railway employees of all kinds after 
1900.9?! In total, therefore, over 4,500,000 Russians were engaged in 
the major branches of the nonagricultural economy before World 
War I. 

Even in the last years of Czarist rule, however, the work of in- 
dividual craftsmen, or small groups of artisans, working at home or 
in small village workshops, continued to play an important role 
in meeting the daily needs of the peasantry, who still constituted 
the bulk of Russia's population. Household utensils of all kinds, 
shoes and other leather products, some types of textiles, wood 
products, and other commodities were made on a wide scale 
throughout the country for predominantly local markets. The num- 
ber of persons engaged in these occupations, either full time or in 
the off-season after the harvest, is not accurately known, but one 
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estimate—which may be much too high-is that seven or eight 
million such kustar workers were active about 1900.9? 

In the years after 1861 the workers in large-scale manufacturing 
came primarily from the peasant population. Large numbers of 
them shuttled annually between city and country, working in the 
fields at times of peak labor-need and in the cities at other seasons. 
But the trend in the last two decades before World War I was 
strongly in the direction of the formation of an urban proletariat 
permanently settled in the cities and towns near their places of 
employment. In studies made before 1917 only about 20 per cent 
of factory workers investigated were found to have land and to 
carry on agricultural production with the help of members of their 
families." Nevertheless, it is also clear that family and other ties 
connected a very large proportion of industrial workers..with the 
peasant villages, so that when the need came during the years 
1917-20 many urbanites were easily able.to-leave.the cities and 
return to familiar areas in the countryside. 

The conditions of worker employment and daily life in the last 
decades of the Czarist regime were usually poor. Hours of work 
were long. Before 1897 men, women, and children often labored 
12 or more hours daily, though later the 10-hour day became com- 
mon. Wages were low and permitted workers to enjoy little more 
than a subsistence livelihood. Housing was markedly inadequate, 
with great overcrowding the rule rather than the exception. Proper 
medical facilities and adequate safeguards against industrial acci- 
dents were all too often lacking. The conditions of the Russian 
proletariat in these years, in short, were not unlike those of the 
corresponding group in England during the first half of the nine- 
teenth century.** 

Occasionally, progressive employers provided better conditions, 
but these were not typical. The government from time to time 
sought to improve matters by legislation. As early as 1866 an act 
required employers to provide a minimal amount of free hospital 


92 I, C. A. Knowles, Economic Development in the Nineteenth Century, p. 
182. London: Routledge, 1947. Lyashchenko, op. cit., pp. 98-102, argues that 
such small-scale household production declined considerably in the later years 
of the Czarist period as large-scale manufacturing conquered ever wider markets 
with cheap machine-made products. 

$3 Rashin, op. cit., p. 417. 

'4 Mawar, op. cit., pp. 389-409. 
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and medical care. A decree of 1862 prohibited the work of children 
under 12 and limited the hours of work for adolescents. Night work 
in textile factories by persons under 17 years of age was forbidden 
in 1885, and a year later another law required that wages be paid 
at least once a month, while banning payment in kind. In 1897 a 
decree limited factory work to 11% hours in the daytime and to 10 
hours at night, while prohibiting work on Sundays and holidays. 
Beginning in 1882 a system of periodic factory inspection was set 
up to enforce these laws, and it achieved some important results, 
particularly in reducing the number of child workers. Legislatively, 
the Czarist state was one of the pioneers in providing protection for 
workers. Inadequate enforcement, however, vitiated the actual 
benefits resulting from these laws, and after 1897 some of the most 
"extreme" protective legislation was nullified by repeal or amend- 
ment under pressure from employers.5* 

The prevailing poor working and living conditions created much 
resentment among those affected, but the legal expression of this 
discontent through the formation of unions was forbidden for a 
long time. Before 1900, however, bitterly contested strikes had 
taken place, and trade unions had been repressed through arrests 
and other coercion. Worker discontent expressed itself fiercely 
during 1903-5 in many strikes, some of which, in 1905, were general 
strikes and carried the threat of leading to revolutionary overthrow 
of the regime.’ Despite both concessions and periodic repression 
during 1905-14, the union movement and consciousness of solidarity 
among workers grew stronger, as did the influence of the Social 
Democratic Party, whose aim was the end of Czarism and the estab- 
lishment of socialism. In each of the years 1912, 1913, and 1914, 
there were well over 2,000 strikes. The annual number of strikers 
approximated 1,000,000, or over 20 per cent of the number of 
workers estimated above as engaged in manufacturing, mining, rail- 
way transport, and construction. Most ominous for the Czarist state 
was the fact that a large number of these strikes—two thirds of them, 
in 1914—had political as well as economic objectives. 

On the eve of World War I the tensions and strains in Russia's 
social and economic organization were obviously great. The stage 
was set for the world-shaking events that were to follow. 
~ 95 Ibid., pp. 408-12. Manya Gordon, Workers Before and After Lenin, pp. 
18-24. New York: Dutton, 1941. 
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rw 

luz sower union has been led from its inception by 
men who have proclaimed their belief that they were wiping out 
a hateful order of society and building a new civilization in which 
all men could enjoy abundance and security without oppression or 
injustice. This combination of condemnation for the old ways of 
human organization with their many defects and of assurance that 
a new and better world can be built is the essence of the dynamic 
ideology of communism today, giving it an appeal that has won it 
millions of adherents in all countries. This ideology has been one of 
the important elements whose interaction has produced the con- 
temporary Soviet economy. 

The communist ideology, usually called Marxism or Marxism- 
Leninism, after its principal formulators, is by no means the first 
doctrine men have composed to expose the iniquities of existing 
society and to show the way to a better future. The philosophers 
of Ancient Greece, the Biblical prophets, Thomas More and the 
Jong line of Utopian Socialists who succeeded him—all these and 
others attacked the injustices of their times, and many of them drew 
more or less detailed outlines of a future society. In contemporary 
times, however, it is Marxism that has won the greatest following 
among all revolutionary and reform movements and that inspired 
the Bolsheviks, who set up the Soviet regime. 

The body of doctrine that we call Marxism is the composite work 
of two men, Karl Marx (1818-83) and Friedrich Engels (1820-95). 
Marx was born in Trier, Germany, the son of a far-from-proletarian 
Jewish lawyer who converted himself and his family to Christianity 
when his famous son was but six years old. After an early career as a 

69 


70 THE IDEOLOGICAL BACKGROUND 


student, journalist, and revolutionary organizer in Germany, France, 
and Belgium, Karl Marx settled in London, where he spent long 
years in research, writing his epoch-making works and exerting an 
important influence upon the developing socialist and union move- 
ments of the nineteenth century. Engels was also a member of the 
bourgeoisie, the scion of a wealthy textile-manufacturing family, 
who ran cotton mills in England for much of his life. He earned the 
income to support not only himself, but also Marx and his family, 
making possible the latter's long years of financial unremunerative 
research in the British Museum. But Engels’ contribution to Marxism 
also included important additions to its doctrine. 

The most influential single statement of socialist doctrine ever 
written, The Communist Manifesto, was the joint product of Marx 
and Engels in 1848. Within brief compass it contains the core of 
the ideas that they propagandized throughout their lives and de- 
veloped in much longer works. The monumental structure of 
Marxian economic doctrine is most fully elaborated in the three- 
volume work, Capital, by Marx, the first volume of which appeared 
in 1867. The second volume, in 1893, and the third, in 1894, were 
published posthumously under Engels’ editorship. Engels’ most 
important work is generally conceded to be his Anti-Diihring, or 
more fully, Herr Eugen Dühring's Revolution in Science, first issued 
in 1878. Here, in the process of demolishing an intellectual op- 
ponent’s comprehensive system of thought, Engels elaborated what 
has now become canonical Marxism on many topics that were 
relatively slighted in Marx's own writings. Both men wrote a large 
number of other books as well, and carried on a voluminous cor- 
respondence; their collected works fill many volumes. The two 
wrote so much, indeed, that different varieties of socialists have 
found support for many variants of the basic ideology in passages 
scattered through their works, a fact that reflects also the changes 
in their views over the almost half century of their active, adult 
years. 

At the risk of some injustice to its abundant and complex content, 
Marxism may be divided into four interrelated branches: a general 
philosophy of all phenomena; a theory of human history; a critique 
of capitalism; and.a vague forecast of the future development of 
human society into its ultimate perfection. We shall treat the first 
three of these briefly and center our attention on the fourth, since- 
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official Soviet ideology maintains that the Soviet Union is in process 
of realizing the ideal future foreseen by Marx. 


Dialectical Materialism 


Marxian philosophy centers about the concept of dialectical 
materialism. The dialectics portion of this concept was borrowed 
from the German philosopher Hegel. It conceives of the world and 
all phenomena in it as in constant process of change and motion 
according to a certain tripartite pattern. As Engels says, "Dialectics 
is nothing more than the science of the general laws of motion and 
development of Nature, human society, and thought"! The dia- 
lectical pattern was defined by Hegel as consisting of thesis, anti- 
thesis, and synthesis of the original thesis and its antithesis. Engels 
illustrates the pattern by reference to elementary mathematics. If 
we take a quantity a as our thesis, its antithesis is —a. The synthesis, 
or negation of the negation as he calls it, is obtained, he claims, by 
multiplying —a by itself to get a?, which he terms "The original 
positive magnitude, but at a higher degree. . . .”? Just why the 
negation of the negation should be obtained by such multiplication— 
and not, for example, by dividing —a by itself or subtracting —a 
from itself, and so on—is not explained. 
The materialism aspect of dialectical materialism was used by 
Marx and Engels to differentiate their philosophic system from the 
idealistic dialectics of Hegel. According to Marx: 
My dialectical method is not only different from the Hegelian, but 
is its direct opposite. To Hegel the life-process of the human brain, 
i.e., the process of thinking, which, under the name of "The Idea,” 
he even transforms into an independent subject, is demiurgos of the 
real world, and the real world is only the external, phenomenal form 
of "The Idea." With me, on the contrary, the ideal is nothing else 
than the material world reflected in the human mind and translated 
into forms of thought.? 

According to Engels, “. . . materialism conceives nature as the sole 

reality and believes that "Nature exists independently of all 

philosophy. ... Nothing exists outside nature and man, and the 


1 Friedrich Engels, Herr Eugen Dühring's Revolution in Science, p. 155. New 
York: International Publishers, 1939. 

2 Ibid., p. 150. 

3 Karl Marx, Capital, Vol. I, p. 25. Chicago: Kerr, 1906. 
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higher beings our religious fantasies have created are only the 
fantastic reflection of our own essence." ! 

Dialectical materialism, therefore, would seem to be the doctrine 
that the world of our senses is "the sole reality,” and that all things 
in it are in constant development and change in the dialectical 
pattern of thesis, antithesis, and synthesis. In the Soviet Union 
today this philosophic view is the only correct one, with important 
repercussions upon the views scientists are permitted to hold re- 
garding even the subject matter they study. Elsewhere, where men 
have the right to reach independent conclusions, dialectical ma- 
terialism has some supporters, including even a few noted scientists, 
but is rejected by what is probably the large majority of philoso- 
phers and scientists. 

Historical materialism is the name usually given to the Marxian 
theory of history, which applies dialectical materialism to uncover 
what are claimed to be the laws of development of human society. 
Engels gave this definition: 

The materialistic concept of history staris from the proposition that 
the production of the means to support human life and, next to pro- 
duction, the exchange of things produced, is the basis of all social 
structure; that in everv society that has appeared in history, the 
manner in which wealth is distributed and society divided into 
classes or orders is dependent upon what is produced, how it is pro- 
duced, and how the products are exchanged. From this point of 
view the final causes of all social changes and political revolutions are 
to be sought, not in men's brains, not in man's better insight into 
eternal truth and justice, but in changes in the modes of production 
and exchange. They are to be sought, not in the philosophy, but in 
the economics of each particular epoch. [Engels' italics.] * 


In much of the later discussion it has been assumed that the 
Marxian theory was one of pure economic determinism, that is, 
embodying an insistence that all human phenomena are directly 
caused by economic factors. A notable clarification, therefore, is 
one made by Engels in a letter written in the last years of his life: 


According to the materialist conception of history the determining 
element in history is ultimately the production and reproduction in 


1 Friedrich Engels, Ludwig Feuerbach, p. 98. New York: International Pub- 
lishers, 1935. 

5 Friedrich Engels, Socialism Utopian and Scientific, p. 54. New York: Inter- 
national Publishers, 1935. 
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real life. More than this neither Marx nor I have ever asserted. If 
therefore somebody twists this into the statement that the economic 
element is the only determining one, he transforms it into a mean- 
ingless, abstract, and absurd phrase. . . . We make our own history, 
but in the first place under very definite presuppositions and con- 
ditions. Among these the economic ones are finally decisive. But the 
political, ete. ones, and indeed even the traditions which haunt 
human minds, also play a part, though not the decisive one.® 


The historical mechanism through which the material conditions 
of life result in dialectical change of human organization is the class 
struggle, the conflict between the exploiters and the exploited in 
every society. This is how The Communist Manifesto states the 
matter: 

The history of all hitherto existing society is the history of class 
struggles. Freeman and slave, patrician and plebian, lord and serf, 
guild master and journeyman, in a word, oppressor and oppressed, 
stood in constant opposition to one another, carried on uninterrupted, 
now hidden, now open fight, a fight that each time ended, either in a 
revolutionary constitution of society at large or in the common 
ruin of the contending classes. . . . The modern bourgeois society 
that has sprouted from the ruins of feudal society has not done away 
with class antagonism. It has established new classes, new conditions 
of oppression, new forms of struggle in place of the old ones. Our 
epoch, the epoch of the bourgeoisie, possesses, however, this distinc- 
tive feature; it has simplified the class antagonisms. Society as a 
whole is more and more splitting up into two great hostile camps, 
into two great classes directly facing each other: Bourgeoisie and 
Proletariat. 

Capitalism, The Communist Manifesto argues, served the world 
well for a time, having “created more massive and more colossal 
productive forces than have all preceding generations together.” 
Admiringly, Marx and Engels ask, ". . . what earlier century had even 
a presentiment that such productive forces slumbered in the lap of 
social labor?" But true to the dialectical process, capitalism in its 
triumph had forged the weapons for its own destruction and formed 
the men who would “wield those weapons—the modern working 
class—the proletarians.” Marx and Engels conclude this section of 
the Manifesto with the brave words ^What the bourgeoisie therefore 
produces above all, are its own grave diggers. Its fall and the 
victory of the proletariat are equally inevitable." 


8 Marx-Engels Selected Correspondence, p. 475. New York: International 
Publishers, 1935. 
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It was the conviction of Marx and Engels that they had for the 
first time uncovered the laws of historical development and could 
predict, therefore, the inevitable future development. This con- 
viction led them to call their socialism "scientific" in contrast to the 
“utopian socialism" of others. Ultimately, however, their own sys- 
tem was based on an alleged insight into “eternal truth” of a sort 
not qualitatively different from the alleged insight of others whom 
they ridiculed. And as prophets their record is not too impressive. 
They looked to the proletariat of Western Europe to lead the way 
to socialism, but it was in overwhelmingly agrarian and peasant 
Russia that their followers first seized state control. In more recent 
times it has been in the farming districts of China that the com- 
munist movement gained the strength that finally enabled it to 
capture the great cities in which the bulk of the Chinese proletariat 
lives. They wrote in 1848 as though capitalism had exhausted its 
capacities for growth and progress, and the revolution were near at 
hand. The Bolshevik revolution did not come until seventy years 
later, and the achievements of capitalism in raising standards of 
living in the century after 1848 make the achievements the Manifesto 
praised so seem modest indeed. Few scholars would deny that the 
materialist conception of history helped increase our insight into 
the importance of the economic forces among the entire complex 
of forces that have shaped man’s destiny. But the subsequent record 
would hardly seem to justify the grandiose claims for this doctrine 
advanced by Marx and Engels, and later by their followers to 
this day. 


Marxian Economic Theory 


Marx’s critique of capitalism is contained in the elaborate eco- 
nomic theory worked out in the three volumes of Capital. His con- 
clusion that labor was exploited and must eventually act to end 
capitalism had been stated long before this work was written, in The 
Communist Manifesto and other writings. In Capital he attempted 
to supply the missing proof for his conclusions. In this major work, 
therefore, he worked out what he regarded as a complete deductive 
theory of the nature and internal operations of the capitalist econ- 
omy. He supported his theoretical propositions by reference to the 
abundant literature available in the mid-nineteeneth century on 
the abuses suffered by workers during the early stages of the English 
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industrial revolution. For his starting point, he took the labor theory 
of value as. propounded by. David Ricardo. and..earlier English 
economists, but elaborated this theory along. quite different lines, 


initiation of bis. studies. 

The main points of Marx's economic theory may be summarized 
briefly: The exchange value of a commodity, that is, how much a 
given amount of cloth, say, will be exchanged for in terms of other 
commodities, is determined by the amount of socially necessary 
labor required for its production. The qualification "socially neces- 
sary” is added because obviously a commodity that is made in- 
efficiently is not more valuable than the same commodity made with 
the most modern technique. Marx recognizes that different grades 
of labor are employed in production, but says that, by applying suit- 
able coefficients, the value of each superior grade of labor relative 
to common unskilled labor may be obtained; consequently he claims 
that his argument need only be carried out in terms of the latter 
type of labor." 

Having established this proposition to his satisfaction, Marx 
argues that the typical feature of capitalistic economic activity is the 
use of money to buy commodities that are in turn sold for a larger 
amount of money; or, in Marx's notation, the process is M-C-M', 
where M' is the larger sum at the end. Marx asks where this excess 
of M' over M comes from.? After arguing at length that all the 
usual explanations for this phenomenon are false, he presents his 
own solution: The businessman is able to buy a special commodity, 
labor power, or a worker's capacity to work, which, when consumed 
(that is, employed), produces more value than is paid for it . Labor 
power, in other words, is a worker's ability to work, and this is what 
the employer pays wages for. The worker in working produces 
commodities that obtain value because his labor—that is, work 
already done, something Marx distinguishes sharply from labor 
power—is embodied in them. The businessman gains, or makes 
surplus value in| Marx's terminology, because the value of the 
product turned out by the worker and obtained when goods are 
sold is greater than the value of the labor power. the employer has 
paid for in wages. The value of labor power, Marx says, "is the 


1 Marx, Capital, Vol. I, pp. 41-48, 51-52. 
8 Ibid., p. 173. 
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value of the necessaries required to produce, develop, maintain, and 
perpetuate” that labor power.” By the last requirement, Marx allows 
also for the cost of raising children to replace the worker later. 
The secret of surplus value, therefore, is that the capitalist for whom 
a worker labors, say, ten hours, pays him a value equal only to what 
he produces in, say, five hours, retaining the production of the 
remaining five hours for himself as surplus value. Obviously such 
a theory is finely contrived to “prove” the necessity and inevitability 
of exploitation of worker by employer. 

It is in surplus value that Marx sees the origin of all capital, In 
his view the thirst for additional surplus value is the driving motiva- 
tion of capitalism. To increase surplus value employers may 
lengthen the work day or they may increase the efficiency of their 
workers so that the latter can produce the value of their wages in a 
shorter amount of time, leaving a larger residue of surplus value to 
be pocketed by the employer.'° 

Marx and Engels discerned that the simple theory as outlined 
above produced conclusions that varied from the facts of real life. 
All other things being equal, it would appear from the above, 
industries using relatively large amounts of labor and relatively 
small amounts of machinery and other capital should make more 
surplus value or profit than industries using relatively small amounts 
of labor and relatively large amounts of machinery and other capital. 
Yet it is a well-known fact that businessmen always seek to invest 
their money where the most profit is to be made. At any one time 
the tendency is for all industries to make roughly equal rates of 
profit, rather than markedly unequal rates according as they use 
relatively much or relatively little labor power. To get around this 
difficulty, Marx, in volume III of Capital, abandoned the notion that 
commodities actually exchange in proportion to the amount of labor 
contained in them, and substituted, without proof, the following 
proposition: “the sum of all the prices of production of all com- 
modities in society, comprising the totality of all lines of production, 
is equal to the sum of all the values." ! This in effect abandons all 
effort to explain the actual market exchange rates in terms of labor, 
since it implicitly recognizes that commodities sell for more or less 

? Karl Marx, Value, Price and. Profit, p. 40. New York: International Pub- 
lishers, 1935. 

10 Marx, Capital, Vol. I, pp. 342-45. 


11 Ibid., Vol. MI, p. 188. By "price of production," Marx means the actual 
cost price plus the average rate of profit prevailing. 


THE IDEOLOGICAL BACKGROUND 77 


than their value, as Marx defined it. Consequently it destroys much 
of the justification for the theory of surplus value as the sole ex- 
planation of the internal workings of capitalism. 

On the basis of this theoretical foundation, Marx reaches a num- 
ber of important and interesting conclusions: 

l. The Doctrine of Increasing Misery of the Working Classes. 
One version of this doctrine offered by Marx follows: 


All methods of the production of surplus value are at the same time 
methods of accumulation; and every extension of accumulation be- 
comes again a means for the development of these methods. It 
follows therefore that in proportion as capital accumulates, the lot 
of the laborer, be his payment high or low, must grow worse. . . . 
Accumulation of wealth at one pole is, therefore, at the same time 
accumulation of misery, agony of toil, slavery, ignorance, brutality, 
mental degradation, at the opposite pole.1? 


The increase of real wages, educational opportunity, and length 
of life, together with the decrease in hours worked in industry 
during the long period since Marx wrote, hardly seems to confirm 
this pessimistic forecast. One recent study, for example, estimates 
that the average real earnings of nonfarm workers in the United 
States approximately doubled between 1890-94 and 1945-46, and 
that even in the none-too-prosperous period of 1935-39 average 
real earnings were 15 per cent above those in 1890-94. They were 
almost 25 per cent above the base period in 1925-29.18 

2. The Doctrine of the Industrial Reserve Army. As the use of 
machinery and other fixed capital rises, the amount of total capital 
increases, but the proportion used to pay wages decreases. Hence 
the number of workers available for employment increases more 
rapidly than the opportunities for employment. Thus arises the 
industrial reserve army of unemployed, whose representatives at 
every factory gate, vainly seeking employment, always help the 
capitalists keep wages down to the subsistence level. As Marx says: 

The industrial reserve army, during the periods of stagnation and 
average prosperity, weighs down the active labor army; during the 
periods of over-production and paroxysm, it holds its pretensions in 


check. Relative surplus-population is therefore the pivot upon which 
the law of demand and supply of labor works.!* 


12 Ibid., Vol. I, p. 708. 

13 Stanley Lebergott, "Earnings of Non-Farm Employees in the U.S., 1890- 
1946," Journal of the American Statistical Association, March 1948, p. 75. 

14 Marx, Canital, Vol. I, p. 701. 
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If Marx's statement is interpreted simply as a prediction that 
capitalism is often characterized by the presence of a significant 
number of unemployed persons, he has often been correct, though 
the United States and other countries have had substantial full 
employment at various periods in their history. It is quite true, how- 
ever, that the problem of assuring full or nearly full employment is 
still one of capitalism's major dilemmas. What Marx did not foresee 
here, and elsewhere in his writings, was the rise of strong mass 
unions and the institution of various types of unemployment 
insurance, which have tended often to insulate wage rates from 
the decreases that would otherwise have been brought about by 
increased unemployment and keener competition for jobs. 

8. The Law of the Falling Rate of Profit. Marx argued that the 
tendency under conditions of increasing capitalist accumulation 
was for the rate of profit to fall, except as counteracted by various 
factors. This argument arose from his view that the ratio of the 
amount of surplus value (which, according to him, can arise only 
from labor), or profit, to the total amount of capital also fell. The 
decline could be counteracted, however, by increasing the intensity 
of exploitation, by getting cheaper raw materials from abroad, by 
depressing wages below the real value of labor power, and by 
other measures.!5 

4. Marx's Theory of Crises. Marx regarded the crisis or depres- 
sion as an inevitable feature of capitalist development, and one that 
would help cause its eventual collapse. His explanation for this 
phenomenon, however, is somewhat ambiguous, containing different 
strands, so that even his followers are not sure which one, among 
the different factors he discussed, he considered most important.!8 
At least two important ideas, however, seem basic in his thinking. 
First, there is the notion that crises are the result of the falling rate 
of profit and that the events during the depression phase of the 
business cycle lay the groundwork for future revival by making 
possible later increases in the rate of profit." Quite another view is 
given in this passage from Capital: 

The last cause of all real crises always remains the poverty and re- 


stricted consumption of the masses as compared to the tendency of 
capitalist production to develop the productive forces in such a way 


15 Ibid., Vol. III, ch. XIII. 

16 Pau] M. Sweezy, The Theory of Capitalist Development, pp. 147-48. New 
York: Oxford University Press, 1942. 

17 See the quotation cited in Sweezy, op. cit., pp. 152-53. 
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that only the absolute power of consumption of the entire society 
would be their limit. 


Here the emphasis is upon the inadequate purchasing power of the 
exploited masses as compared with the boundless productivity of 
capitalist production. But despite the Jack of an integrated, clear 


theory of crises in Marx's work, it should be recognized that he was 
one of the first to emphasize many elements in the explanation_of 
business cycles, particularly their depression phases, which have 
been later developed by other writers, both Marxists and non- 
Marxists. — i EM i 

We may summarize Marx's views as follows: The essential feature 
of capitalism is the extortion of surplus value by employers from 
their workers. The accumulation of surplus value permits the in- 
crease of the productive powers of society through the building of 
more factories, more machinery, and so on. But in turn this 
accumulation tends to create an ineradicable and often increasing 
army of unemployed whose pressure on wage rates contributes to 
the increasing misery of the masses. Moreover, the very accumula- 
tion of capital tends to work against the capitalists by forcing the 
rate of profit to go down, or by requiring ever greater exertion to 
prevent such decline. Further, the very pace and nature of capitalist 
development prevents it from being an even process, bringing on 
frequent depressions in which the lot of the masses becomes worse 
and the value of much previously accumulated capital vanishes. 
As this process continues over time, society is more and more 
divided into two classes, a small group of incredibly wealthy capi- 
talists and the remainder of the population, which has been forced 
into the proletariat. At the end the great mass of the population 
will dispossess their exploiters and take over the reins of economic 
control and political power themselves, in order to do away with 
the misery caused by the inexorable functioning of capitalism. 
Here, certainly, is a comprehensive indictment of the existing order, 
calculated to hasten its doom. The propaganda effectiveness of this 
theory is best indicated. by the millions, of converts.it bas won, 
despite the fact that many of its forecasts have been proved wrong 
over time. 


The Future Society 


When we turn to the writing of Marx and Engels for information 
regarding the nature of the society they expected would inevitably 
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supplant capitalism, we find relatively little, compared to the huge 
volume of material denouncing capitalism. Perhaps as a reaction 
against the extremely detailed descriptions of future ideal societies 
given by Fourier and other utopians, Marx and Engels give in 
general only vague indications of the kind of human organization 
they so vehemently argued had to come. Almost all these indications 
are contained in a few passages of The Communist Manifesto and 
in a letter written by Marx in 1875 to a German socialist, comment- 
ing on the proposed program of the German Worker's Party at that 
time. In all their voluminous writings, there is apparently not even 
a single independent pamphlet, by either Marx or Engels, treating 
at all systematically the questions that were to become all-important 
when their supporters gained power. 

In order to comprehend the specific details given, however, we 
must first remember that Marxist theory views the state in capitalist 
society as merely the organization by which the bourgeoisie oppress 
the workers. In the words of The Communist Manifesto, "The 
executive of the modern State is but a committee for managing the 
common affairs of the whole bourgeoisie," and "Political power, 
properly so called, is merely the organized power of one class for 
oppressing the other." The Manifesto made clear the communists' 
objective of overthrowing "bourgeois supremacy," that is, the exist- 
ing state, and achieving "conquest of political power by the 
proletariat.” In 1875 Marx wrote: 

Between capitalist and communist society lies the period of the 
revolutionary transformation of the one into the other. There corre- 
sponds to this also a political transition period in which the state can 
be nothing but the revolutionary dictatorship of the proletariat. 
[Marx's italics.] 18 
As early as 1852, Marx had used the phrase "dictatorship of the 
proletariat" in a letter, and had added, "this dictatorship itself only 
constitutes the transition to the abolition of all classes and to a 
classless society.” (Marx's italics.) !? 

A somewhat different view of the transformation is given by 
Engels: 

The proletariat seizes the state power, and transforms the means of 
production in the first instance into the state power. But in doing 


18 Karl Marx, Critique of the Gotha Programme, p. 18. New York: Interna- 
tional Publishers, 1938. 
19 Marx-Engels Selected Correspondence, p. 57. 
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this, it puts an end to itself as the proletariat, it puts an end to all 
class differences and class antagonisms, it puts an end also to the 
state as the state. .. . As soon as there is no longer any class of society 
to be held in subjection . . . there is nothing more to be repressed 
which would make a special repressive force, a state necessary. The 
first act in which the state really comes forward as the representative 
of society as a whole—the taking possession of the means of produc- 
tion in the name of the society—is at the same time its last inde- 
pendent act as a state. The interference of the state power in social 
relations becomes superfluous in one sphere after another, and then 
ceases of itself. The government of persons is replaced by the admin- 
istration of things and the direction of the processes of production. 
The state is not “abolished,” it withers away. [Engels’ italics.] 2° 


It seems likely from the above quotations, one of which does not 
even mention the dictatorship of the proletariat in describing the 
transition, that Marx and Engels thought of this transitional period 
as relatively short and perhaps were even somewhat naive in their 
thinking regarding the difficulties of this transitional period. The 
state and the alleged dictatorship of the proletariat have continued 
to exist in the Soviet Union for more than thirty years now, with no 
end in sight. Stalin, speaking in 1939, made this extremely significant 
comment on the quotation from Engels above: 


. .. Engels’ general formula about the destiny of the socialist state 
in general cannot be extended to the partial and specific case of the 
victory of socialism in one country only, a country which is sur- 
rounded by a capitalist world, is subject to the menace of foreign 
military attack . . . consequently, must have its own state, strong 
enough to defend the conquests of socialism from foreign attack. 


We have no right to expect of the classical Marxist writers, separated 
as they were from our day by a period of forty-five or fifty-five years, 
that they should have foreseen each and every zigzag of history in 
the distant future in every separate country. It would be ridiculous 
to expect that the classical Marxist writers should have elaborated 
for our benefit ready-made solutions for each and every theoretical 
problem that might arise in any particular country fifty or one hun- 
dred years afterwards, so that we . . . might calmly doze at the fire- 
side and munch ready-made solutions. . . . we now have an entirely 
new, socialist state without precedent in history and differing con- 
siderably in form and functions from the socialist state of the first 
phase. 


But development cannot stop there. We are going ahead, towards 
communism. Will our state remain in the period of communism also? 


?9 Engels, Herr Eugen Dühring's Revolution in Science, pp. 306-7. 
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Yes, it will, unless the capitalist encirclement is liquidated, and unless 
the danger of foreign military attack has disappeared. Naturally, of 
course, the forms of our state will again change in conformity with 
the change in the situation at home and abroad. 


No, it will not remain and will atrophy if the capitalist encirclement 
is liquidated and a socialist encirclement takes its place.?! 


The Communist Manifesto gives the following program for the 


transformation of society once the proletariat has won power: 


The proletariat will use its political supremacy to wrest, by degrees, 
all capital from the bourgeoisie, to centralize all instruments of pro- 
duction in the hands of the state,—that is, of the proletariat organized 
as a ruling class; and to increase the total productive forces as rapidly 
as possible. Of course, in the beginning, this cannot be effected ex- 
cept by means of despotic inroads on the rights of property, and on 
the conditions of bourgeois production; by means of measures, there- 
fore, which appear economically insufficient and untenable, but 
which in the course of movement outstrip themselves, necessitate 
further inroads upon the old social order, and are unavoidable as a 
means of revolutionizing the mode of production. 


These measures will of course be different in different countries. 
Nevertheless in the most advanced countries the following will be 
pretty generally applicable: 

l. Abolition of property in land and application of all rents of 
land to public purposes. 

A heavy progressive or graduated income tax. 

Abolition of all right of inheritance. 

Confiscation of property of all emigrants and rebels. 

Centralization of credit in the hands of the state, by means of 

a national bank with state capital and exclusive monopoly. 

6. Centralization of the means of communication and transport in 
the hands of the state. 

7. Extension of factories and instruments of production owned by 
the state; the bringing into cultivation of waste lands, and the 
improvement of the soil generally in accordance with a com- 
mon plan. 

8. Equal liability of all to labor. Establishment of industrial armies, 
especially for agriculture. 

9. Combination of agriculture with manufacturing industries; 
gradual abolition of the distinction between town and country 


gus co do 


#1 J. Stalin, “Report on the Work of the Central Committee to the Eighteenth 
Congress of the C.P.S.U. (B)," The Land of Socialism Today and Tomorrow, 
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by a more equable distribution of the population over the 
country. 

10. Free education for all children in publie schools. Abolition of 
children's factory labor in its present form. Combination of 
education with industrial production and so forth. 


It is interesting to note, however, that much of the program has 
been peacefully realized in nonsocialist countries. Free public edu- 
cation and a heavily progressive income tax are commonplace in the 
United States and Western Europe. The right of inheritance in the 
upper brackets has been sharply limited by high inheritance taxes. 
Most advanced nations have a central bank that exercises a high 
degree of control over their credit structure; and many governments 
own all or much of their communication and transportation systems. 
Government ownership of factories is now common—even in this 
country the state owns important arms-manufacturing plants, as 
well as the multibillion dollar atomic energy industry—as is govern- 
ment support of measures to improve and expand agriculture. The 
progress of transportation and the spread of radios, telephones, and 
mail-order catalogues have done much to lessen the difference 
between town and country. There seems to be no evidence in the 
Manifesto that its authors felt that their objectives could be gained 
without fundamental and revolutionary changes, although this has 
actually happened in large part. In a preface to the 1872 edition 
of the Manifesto, however, Marx and Engels indicated that they 
would have altered this prescription if they had been writing it 
for the first time then. 

Marx's anticipations with regard to the economics of the future 
society were stated in the 1875 letter mentioned above. Here he 
pointed out tbat even when capitalism is overthrown workers will 
not receive directly the value of all they produce. From the "total 
social product," he argues, must be deducted: (1) an allowance for 
replacement of means of production used up in current output; 
(2) amounts set aside to permit expansion of production, that is, an 
increase in capital; (8) allowances for insurance or reserves for 
protection against poor harvests, natural catastrophes, and the like; 
(4) an allowance for the general costs of administration; (5) an 
allowance for those unable to work. The first three deductions Marx 
calls “an economic necessity"; presumably they must be provided in 
any economic system. Only that which is left over from the total 
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social product, he points out, is available for distribution among 
the workers, and this he terms the “diminished proceeds” of the 
community's work? Since Marx defined surplus value as the 
difference between what the worker produces, in value terms, and 
what he is paid, it is apparent from the above that Marx envisaged 
the continued existence of such a difference or surplus value even 
after capitalism had been overthrown. 

How are these “diminished proceeds” to be distributed among 
the workers when they are the masters? Marx’s answer is this: 


. . . the individual producer receives back from society—after the 
deductions have been made—exactly what he gives to it. What he 
has given to it is his individual amount of labor. For example, the 
social working day consists of the sum of the individual labor hours; 
the individual labor time of the individual producer is the part of the 
social labor day contributed by him, his share in it. He receives a 
certificate from society that he has furnished such and such an 
amount of labor (after deducting his labor for the common fund), 
and with this certificate he draws from the social stock of means of 
consumption as much as the same amount of labor costs. The same 
amount of labor which he has given to society in one form, he re- 
ceives back in another.?3 


But Marx makes clear that the system of distribution outlined 
above is not that for the eventual ideal society; it is only that which 
is to prevail in the transition period. For, he points out, the rewards 
of different workers under this system would be unequal, since 
individuals differ in talents and abilities to contribute to production. 
Moreover, the needs of different workers vary, since one may be 
single and another married, with ten children to support; yet these 
varying needs are not taken into account in the above distribution 
system. He regards these features as "defects" that "are inevitable in 
the first phase of communist society as it is when it has just emerged 
after prolonged birth pangs from capitalist society." The ultimate 
distribution system and the prerequisites for its attainment he 
describes in this key paragraph: 

In a higher phase of communist society, after the enslaving subordi- 
nation of individuals under division of labor, and therewith also the 


antithesis between mental and physical labor, has vanished; after 
labor, from a mere means of life, has itself become the prime neces- 


22 Marx, Critique of the Gotha Programme, pp. 6-8. 
28 Ibid., p. 8. 
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sity of life; after the productive forces have also increased with the 
all-round development of the individual and all the springs of coop- 
erative weatlh flow more abundantly—only then can the narrow hori- 
zon of bourgeois rights he fully left behind and society inscribe on 
its banners: from each according to his ability, to each according to 
his needs! % 


What is perhaps most noteworthy about this quotation is the 
stringency of the prerequisites set up for the final attainment of the 
"higher phase of communist society.” The division of labor and 
the differences between mental and physical work must be done 
away with; people must come to have an attitude that requires them 
to work voluntarily rather than because they have to earn a living; 
and social production must be so enormously productive that all 
needs can be satisfied — the word "needs" being left undefined, thus 
raising all sorts of questions as to whether the worker's needs in 
such a society would be determined by him or would be more in 
the nature of some arbitrary subsistence, or more than subsistence, 
standard set by society. Certainly there seems to be enough vague- 
ness in this prescription to justify. almost indefinite. postponement. of 
its attainment after capitalism has been overthrown, as in the Soviet 
Union. It leaves unanswered the basic question of whether such 
changes in human nature are ever attainable at all, merely assuming 
that they will occur. Here again Marx shows himself to have been 
far more influenced by the despised “utopians” than one would 
judge from his and Engels' diatribes against them. 

Some additional clues regarding the system of distribution of the 
future are given by Engels when he argues that the higher wage 
paid for "compound labor'— the work of persons with special 
education — in bourgeois society arises from the fact that such 
training has to be paid for by these workers or their families and 
is therefore part of the cost of labor power met by wages. But, 
Engels writes, "In a socialistically organized society, these costs are 
borne by society, and to it therefore belongs also the fruits, the 
greater values produced by skilled labor. The laborer himself has 
no claim to extra payment." *5 Marx, we saw above, recognized that 
in the first stage of the postcapitalist world individuals with different 
natural endowments would be paid differently, and Engels here 


24 Ibid., p. 10. 
26 Engels, Herr Eugen Dühring's Revolution in Science, p. 222. 
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argues that so far as differences are the results of training or educa- 
tion, they should not be paid for differentially. 

Marx's sneering reference above to "the enslaving subordination 
of individuals under division of labor" seems clarified by further 
material in Engels’ writings: 


. . . disüibution, in so far as it is governed by purely economic con- 
siderations, is regulated by the interests of production, and produc- 
tion is most encouraged by a mode of distribution which allows all 
members of society to develop, maintain and exert their capacities 
in all possible directions. It is true that, to the mode of thought of 
the educated classes which Herr Dühring has inherited, it must seem 
monstrous that in time to come there will no longer be any profes- 
sional porters or architects, and that the man who for half an hour 
gives instructions as an architect will also push a barrow for a period, 
until his activity as an architect is once again required. It is a fine 
sort of socialism which perpetuates the professional porter! 26 


As we shall see from the discussion later, important modifications 
have already been made in the original picture of future communism 
as envisaged by Marx and Engels. During their lifetimes, Lenin 
and Stalin did not hesitate to alter the shape of Soviet life away 
from the Marxist blueprint where that was necessary to retain power. 
Judging by the tone and content of the statements of Stalin’s 
successors, particularly Malenkov, during the first year after Stalin’s 
death, it seems likely that they also do not regard themselves as 
prisoners of Marxist Utopian dogma, and are ready to depart from 
the dogma as is necessary to make Soviet society function. 


Marxism Penetrates Russia 


How did Marxism, a doctrine elaborated in Western Europe and 
Great Britain and based upon the experiences of relatively in- 
dustrialized countries, penetrate into and win a following in over- 
whelmingly rural and despotic Czarist Russia? The main initial 
channel seems to have been through Russian students and exiles in 
Western Europe, particularly in Switzerland, who were in contact 
with the rising socialist movement there and became acquainted 
with Marxian doctrine. These expatriates translated Marx’s writings 
into Russian so as to make them available for readers in the Czar's 


96 Ibid., p. 221. 
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domain. They spread the doctrine personally when they returned 
home, forming, at first, discussion and education groups and, later, 
after they had gathered strength, the Social-Democratic Party. 

The spread of Marxist ideas in Russia started slowly at first but 
then picked up in intensity. Mikhail Bakunin published a Russian 
translation of The Communist Manifesto in the early 1860's, and in 
1872 the first Russian translation of Capital appeared. George Plek- 
hanov published the first systematic exposition of Marxist ideas in 
Russian in two books, which appeared in 1883 and 1884; and by 
1894 Peter Struve’s book on Marxism had been passed by the Russian 
censor, the first volume in support of Marxian doctrines to be legally 
published. As early as 1887, one writer maintains, the Russian 
translation of Capital was the book most widely read by Russian 
students.?? 

During the 1880's and 1890's the Russian Marxists, both in and 
out of the country, busied themselves with propaganda aimed at 
spreading the master’s ideas, They formed study groups for in- 
tellectuals and workers, spread literature, and engaged in polemics 
with those who held opposed political and economic views. In the 
1890's, after the police had permitted publications supporting 
Marxism, books and journals appeared to popularize the doctrine, 
and groups of Marxists began to function effectively in various cities 
throughout the country. The increasingly rapid industrialization of 
Russia in these years provided ever more fertile soil for their 
propaganda, as the number of factories and workers increased and 
made the relevance of Marx's concern with the proletariat more 
obviously apparent. As the number of Marxists increased, divisions 
of opinion appeared among them. Some, the so-called “Economists,” 
emphasized the importance of fighting for the improvement of 
workers’ conditions. Plekhanov’s “Emancipation of Labor" group 
emphasized primarily that the working class must be organized 
to take over political power, rather than merely to struggle for 
short-term gains in its working conditions. A third group, headed 
by Lenin, wished to create an organization to overthrow Czarism, 
based on a conspiratorial nucleus or "general staff" directed in highly 
centralized fashion and providing leadership for the workers as they 
became more restive. But all trends of Marxist thinking united at 


27 Maynard, Russia in Flux, pp. 118-28. Mavor, An Economic History of 
Russia, Vol. II, p. 153. 
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Minsk in March 1898 to form the "Russian Social Democratic 
Working Men's Party." “8 

It was on the subject of party discipline that the Social-Democratic 
Party split into two groups, Mensheviks and Bolsheviks, at its 
second Congress in 1908. Lenin won control of the party and back- 
ing for his view that what was required was, in the words of 
Maynard, “a disciplined order of devoted adherents more nearly 
resembling the Society of Jesus than any of the lax aggregations of 
political sympathisers to which we are accustomed to apply the 
name of political party.” °° 

In this way was formed the Bolshevik group, which seized power 
in November 1917 and laid the groundwork for the USSR of today. 
Since Lenin provided its leadership both before and for the first 
few years after the revolution, it is his doctrines that we shall 
examine now to gain some insight into the preconceptions of those 
who formed the Soviet regime. 


Lenin and Leninism 


Vladimir Ilyich Ulyanov (1870-1924) — better known to history as 
Lenin — spent most of his life as a professional revolutonary and 
revolutionary leader, though born the son of a minor Czarist school 
official in Simbirsk (now Ulyanovsk), on the Volga River. Along 
with Karl Marx, he is credited by the Soviet Union with being the 
co-founder of the Marxism-Leninism that is the official ideology. 
Though Lenin wrote no one major work such as Capital, the total 
volume of his writing is tremendous, ranging from brief newspaper 
articles and polemical tracts to scholarly studies of economic and 
philosophic subjects based on intensive research. 

Lenin built his doctrines on the foundations Jaid down by Marx 
and Engels, applying the notions of Marxism to the analysis of the 
international political and economic situation of his time, and also 
emphasizing certain aspects of Marxism that had tended to be ob- 
scured in the development of the Social-Democratic movement 
after Marx’s death. Stalin’s well-known definition of Leninism em- 
phasizes some key points: 


Leninism is Marxism of the era of imperialism and of the proletarian 
revolution. To be more exact, Leninism is the theory and tactics of 


28 Mavor, op. cit, pp. 143-61. Bertram D. Wolfe, Three Who Made a 
Revolution, pp. 99-117. New York: Dial Press, 1948. 
29 Maynard, op. cit., pp. 128-29. 
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the proletarian revolution in general, the theory and tactics of the 
dictatorship of the proletariat in particular.39 


We shall consider here briefly Lenin's contribution to the critique 
of capitalism and his views on the nature of the postrevolutionary 
workers' state as he expressed them before the Bolshevik Revolution. 
The development of his views on the socialist state as he en- 
countered the practical problems of heading the Soviet Union after 
attaining power will be considered in later chapters. 


by about.1900 the capitalism of Europe and America had entered 
a new stage, that of imperialism or monopoly capitalism, which had | 
replaced the relatively free competition of about 1860-70. Pro- 
duction had become highly concentrated in a relatively small num- 
ber of enterprises having great quantities of capital. A financial 
oligarchy controlled the complex structure of production through 
its hold over the banks, which kept the purse strings and determined 
the distribution of capital and credit, granting them to some pro- 
ducers and denying them to others. Concrete bank control of in- 
dustry is exercised through corporation directors, who represent the 
financial oligarchy. In this stage of finance capital there is pro- 
nounced separation between the rentier, who provides capital and 
lives off the unearned income, and the entrepreneurs who actually 
use and manage this capital. 

Because cf the uneven development of capitalist countries, he 
argues, imperialism is marked by the great export of capital from 
highly developed countries, where rates of profit are relatively low, 
to backward countries, where profits are high because land, wages, 
and raw materials are cheap. The export of commodities is greatly 
facilitated by these capital exports, since loan agreements often 
stipulate that money may be spent only in the country where capital 
has been obtained. In this period world markets are characteristically 
divided into spheres of exclusive influence by the huge corporations 
of the advanced powers. By the time Lenin wrote, in the early 
twentieth century, he believed that the partition of the world be- 
tween the major advanced capitalist nations had been completed, 
and that in the future only repartition could take place, as the result 
of armed struggles inspired by each capitalist power's desire for a 
larger share of the world to dominate. Under this view imperialism 


30 Joseph Stalin, Problems of Leninism, p. 2. Moscow: Foreign Languages 
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is therefore necessarily the era of imperialist wars between the 
nations that are exploiting the rest of the world. 

One result of this situation, Lenin argued, was the existence of 
an upper stratum of workers who had been corrupted by being 
allowed to share in the profits of the rentier class and in those 
arising from exploitation of backward nations. It is this bribed group 
of workers who give rise to social reform movements that seek to 
divert the energies of the working class from the revolutionary over- 
throw of capitalism.?! 

Lenin emphasized the necessity of a violent revolution, to be 
followed by a dictatorship of the proletariat, a new state succeeding 
the smashed capitalist state and existing for the purpose of putting 
down the former oppressors. He argued most vigorously against 
those who drew the conclusion from Engels’ words about the 
withering away of the state that the dictatorship of the proletariat 
would exist for only a short time, writing: 

... we have a right to speak solely of the inevitable withering away 
of the state, emphasizing the protracted nature of this process and its 
dependence upon the rapidity of development of the higher phase 
of Communism; leaving quite open the question of lengths of time, 
or the concrete forms of withering away, since material for the solu- 
tion of such questions is not available. [Lenin’s italics. ] 32 

Lenin lays great stress upon Marx’s teachings in the Critique 
of the Gotha Programme in formulating his own statement of the 
shape of the postrevolutionary society, particularly Marx’s distinc- 
tion between the first and the higher phases of communism. The 
state will only disappear, he maintains, in the higher phase, when 
the prerequisites set down by Marx, such as the transformation of 
work into a first necessity of life, and so on, have been realized. 
Lenin notes that ". . . the great Socialists in foreseeing its [the 
higher phase's — H.S.] arrival, presupposed both a productivity 
of labor unlike the present and a person not like the present man in 
the street, capable . . . of demanding the impossible" But until 
the far-off time comes: 


. . - the Socialists demand the strictest control, by society and by the 
state, of the quantity of labor and the quantity of consumption; only 


31 V. I. Lenin, Imperialism, the Highest Stage of Capitalism, pp. 105-7. New 
York: International Publishers, 1939. 
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this control must start with the expropriation of the capitalists, with 
the control of the workers over the capitalists, and must be carried 
out, not by a state of bureaucrats, but by a state of armed workers. 
[Lenin’s italics.] 3? 


Here was foreshadowed the actual severe control of labor and 
income distribution — and therefore of consumption — that has taken 
place in the USSR.. i i 

Lenin’s ideas on the internal organization of the economy of a 
victorious socialist state are of particular interest, both for later 
comparison with what has actually been done and because they 
were publicly expressed in a pamphlet finished in August 1917, 
almost on the very eve of his seizure of power. Because of their im- 
portance we shall present Lenin’s views, in his own words, at some 
length: 


. capitalism, as it develops, itself creates prerequisites for "every 
one" to be able really to take part in the administration of the state. 
Among such prerequisites are: universal literacy, already realized in 
most of the advanced capitalist countries, then the "training and 
disciplining" of millions of workers by the huge, complex, and social- 
ized apparatus of the post-office, the railways, the big factories, large 
scale commerce, banking, etc., etc. 


With such economic prerequisites it is perfectly possible, immedi- 
ately, within twenty-four hours after the overthrow of the capitalists 
and bureaucrats, to replace them, in the control of production and 
distribution, in the business of control of labor and products by the 
armed workers, by the whole people in arms. (The question of con- 
trol and accounting must not be confused with the question of the 
scientifically educated staff of engineers, agronomists, and so on. 
These gentlemen work today, obeying the capitalists; they will work 
even better tomorrow, obeying the armed workers.) 


Accounting and control-these are the chief things necessary for the 
organizing and correct functioning of the first phase of Communist 
society. All citizens are here transformed into hired employees of the 
state, which is made up of the armed workers. All citizens become 
employees and workers of one national state "syndicate." All that is 
required is that they should work equally, should regularly do their 
share of work, and should receive equal pay. The accounting and 
the control necessary for this have been simplified by capitalism to 
the utmost, till they have become the extraordinarily simple opera- 
tions of watching, recording, and issuing receipts, within the reach 
of anybody who can read and write and knows the first four rules 
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of arithmetic. The whole of society will have become one office and 
one factory, with equal work and equal pay. 

But this "factory" discipline, which the proletariat will extend to the 
whole of society after the defeat of the capitalists and the overthrow 
of the exploiters, is by no means our ideal, or our final aim. It is but 
a foothold necessary for the radical cleansing of society of all the 
hideousness and foulness of capitalist exploitation, in order to ad- 


vance further. 
* * * 


For when all have learned to manage, and independently are actually 
managing by themselves social production, keeping accounts, con- 
trolling the idlers, the gentlefolk, the swindlers and similar "guardians 
of capitalist traditions," then the escape from this national account- 
ing and control will inevitably become so increasingly difficult, such 
a rare exception, and will probably be accompanied by such swift 
and severe punishment (for the armed workers are men of practical 
life, not sentimental intellectuals, and they will scarcely allow any 
one to trifle with them), that very soon the necessity of observing 
the simple, fundamental rules of every-day social life in common 
will have become a habit. 

The door wil then be wide open for the transition from the first 
phase of Communist society to its higher phase, and along with it 
to the complete withering away of the state. [All italics by Lenin.] 34 


Lenin's anticipations on this subject seem so clearly expressed 
above that little comment is necessary, except to point out that he 
grossly underestimated the actual difficulties he and his comrades 
were to face when they seized power, shortly after these words were 
written. True, those difficulties were greatly aggravated by the civil 
war and the foreign intervention that followed the November 
revolution. These were perhaps extraneous factors, though the 
civil war at least might have been anticipated. But even without 
these military factors, taking control and operating even a relatively 
simple economy, such as that of Russia in 1917, is a far more complex 
job than Lenin's reference to "the first four rules of arithmetic" 
suggests. This lesson had to be learned the hard way, in practice, 
but has been well learned, as we shall see below. 

Lenin's mention of equal pay for all is a puzzling point, since 
at first sight it seems to contradict Marx's assertion that in the 
first phase of communism individuals with unequal natural endow- 
ments would be compensated unequally. But elsewhere in the same 
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pamphlet Lenin remarks on the socialist principle, "for an equal 
quantity of labor, an equal quantity of products." 5 Consequently, 
what he may have had in mind was equal pay for the same unit of 
labor, defined in some fashion, which would not preclude unequal 
earnings among individuals, because some can work longer, that 
is, earn more units of labor, or work more intensively, than others, 
as Marx noted in his original formulation of this thesis. 


Stalin's Contributions 


More a man of action than a theoretician, Joseph Stalin made 
contributions to communist ideology which were not usually the 
result. of; academic deliberation b but rather his response to the 
different. problems. facing the. Soviet regime during the period of 
his dictatorial rule from the mid-1990's to the time of his death in 
1953. As indicated above in the discussion of the proposition of 
the withering away of the state under communism, Stalin did not 
hesitate to depart from and to revise the doctrines of his predecessors 
when he deemed such action necessary or expedient. In a very 
real sense, Stalin's major contribution to communist ideology was 
incorporated in the organization and doctrinal orthodoxy of the 
Soviet state as it developed during his rule. This organization and 
this doctrine are key factors of the Soviet economy which is the 
subject of this volume. 

Though Stalin's particular contributions to communist ideology 
are discussed as pertinent in the latter chapters of this study, it 
seems desirable to summarize here the one work he prepared which 
came nearest of all his writings to being a general exposition of 
his views in the field of economics. Titled "Economic Problems of 
Socialism," this work was written at various times. in 1952 and 
touches on a wide variety of questions of domestic and foreign 
policy. It consists of four parts. The first contains his comments 
on the discussions of Soviet economists regarding the draft of a 
comprehensive textbook on the Soviet economy.. The other three 
parts are his answers to three letters from Soviet economists raising 
questions with respect to points made in the first part. Published 
at the beginning of October 1952, this work became the leading 
topic of discussion and, in a sense, the chief document of the 19th 
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Communist Party Congress which opened in Moscow shortly there- 
after.5 After Stalin's death, five months later, his successors soon 
indicated that they felt no more obliged to abide by Stalin's dogma 
in all particulars than Stalin had felt bound by the works of his 
predecessors. Nevertheless this work must be regarded as one of the 
basic communist writings in the field of economics. 

We may summarize Stalin's views as a series of propositions re- 
garding the main points he discusses. His own discussion is not 
systematic, so that the order of the points made below is not always 
the same as that in which these matters occur in the original. It 
should be borne in mind, too, that Stalin probably intended this 
work partly to serve Soviet propaganda goals — as in his statements 
of the "basic laws" of capitalism and socialism. In addition, as the 
dictator of the Soviet Union, he felt no need to establish his propo- 
sitions by adequate rational argument supported by objective evi- 
dence. His main propositions follow: 

]. Economic laws, like laws of nature, are "reflections of objective 
processes taking place independently of people's will" These laws 
may be discovered, recognized, studied, taken into account, and 
used in the interests of society, but they cannot be changed or 
negated. Most economic laws, if not all, "operate for a definite 
historic period, after which they give way to new laws." Soviet 
economic plans are not economic laws, as many Soviet economists 
had argued, since these plans are merely attempts to apply what 
Stalin calls the *objective economic law of planned, proportional de- 
velopment of the national economy" under socialism. Stalin gives 
no precise statement of this last "law" but he uses this insistence on 
the "objective" nature of economic law to warn his associates against 
imagining that they "can do anything," that is against setting goals 
beyond the actual ability of the Soviet economy. 

2, The main feature of the basic economic law of contemporary 
capitalism, Stalin argues without even the pretense of proof, is 
"roughly as follows: to secure the maximum capitalist profit through 
the exploitation, ruin and impoverishment of the majority of the 

36 This was originally published in Bolshevik, No. 18, September 1952, and 
then reprinted widely in the Soviet press, particularly in Pravda, October 8 and 
4, 1932. A good English translation is given in The Current Digest of the Soviet 
Press, October 18, 1952, as a separate pamphlet. The same translation is re- 


printed in Leo Gruliow, ed., Current Soviet Policies, pp. 1-90. New York: 
Praeger, 1953. 
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population of a given country, through the enslavement and system- 
atic robbing of the people of other nations, especially backward 
nations, and finally through the militarization of national economy, 
[all means] which are used to guarantee the highest profit" This 
is sheer propaganda, as is the next point. 

8. The main feature of the basic law of socialism is “approxi- 
mately as follows: to assure maximum satisfaction of the constantly 
growing material and cultural requirements of all society through 
steady growth and improvement of socialist production employing 
the most advanced technology." The actual history of the Soviet 
economy, as we shall see below, is far from proof that this idyllic 
picture of Soviet economics is true, but suggests a rather different 
set of objectives as ruling. 

4. At least three basic conditions must be attained in order to 
prepare the transition to ideal communism: (a) the over-all growth 
of production, particularly the growth of production of capital goods 
(means of production); (b) the conversion of collective farm property 
into state property and the elimination of commodity turnover — 
that is, the purchase and sale of goods for money in the market — 
in favor of direct exchange of goods (changes which must be made 
gradually so that ultimately "the central power or some other social- 
economic center might direct the output of all social production in 
the interests of society"); (c) the attainment of such a high cultural 
level of development that each citizen can get enough education to 
make a free choice of occupation and not be forced to stay in one 
type of work all his life. Subordinate to this is the necessity to re- 
duce the work day to six and then five hours, greatly to improve 
housing conditions, and to raise real wages at least 100 per cent. 

5. The most important economic consequence of World War IL 
was the disintegration of the single world market, and its replace- 
ment by two parallel world markets, one consisting of communist- 
ruled states, the other of non-communist states. This has greatly 
intensified the crisis of world capitalism because of the loss of great 
markets such as the Soviet Union and China. 

6. Wars among capitalist nations, because of rivalries among 
them, are still inevitable. Stalin hints here that such wars among 
capitalist nations are more likely than war between the communist 
and non-communist nations, and he denies that the capitalist na- 
tions have learned from past history to avoid destructive wars 
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among themselves, Here he seems to be giving implicit instructions 
that the policy of-seeking to set non-communist nations against each 
other, primarily by taking account of their economic rivalries, must 
be a basic communist tactic in the effort for world domination. That 
the goal of eliminating capitalism remains fixed, he indicates some- 
what circuitously, but clearly, by saying, "In order to eliminate the 
inevitability of wars imperialism must be destroyed." 

There are many other subordinate points made in this last major 
theoretical pronouncement of Stalin. These will be considered when 
appropriate later in this volume. 

Since Stalin's death, his successors — particularly Premier Georgi 
M. Malenkov — have made important changes in Soviet economic 
practice and to a lesser extent in professed doctrine. But these are 
more in the nature of tactical moves, it would seem, than basic 
expressions of doctrinal change. Most of the leaders who succeeded 
Stalin were, of course, before his death, in his immediate entourage, 
and contented themselves with quoting him and praising his wisdom, 
being too wise themselves to attempt any doctrinal innovations 
which might rouse his wrath against them. 


CHAPTER IV 


SOVIET ECONOMIC DEVELOPMENT 


La m] 

due purrose of this chapter is to present a bird's-eye 
view of the development of the leading features of the Soviet 
economy, from the Bolshevik revolution to the middle of the Fifth 
Five-Year Plan period in 1954, a time span of thirty-seven years. In 
this summary treatment, the emphasis will be upon the most im- 
portant events and the most enduring trends. 

Our concern here is with the chain of events and policies that 
transformed the Soviet economy from the chaos and weakness of 
November 1917 to its present situation, in which its strength is 
second only to that of the United States. Much of this history is the 
account of the destruction of the capitalistic institutions and property 
relations of old Russia as they had developed during the fifty-six 
years following 1861. The other side of the story is that of the 
introduction of new institutions and new relationships, and of the 
ways in which new forms of economic organization were tested and 
modified over more than thirty years of Soviet rule. 

It will be helpful to begin by pointing out the chief features of 
the Soviet economy as of 1954. First, we may note the economic pre- 
dominance of the state, which owns all land and other natural re- 
sources and owns and operates virtually all industry and means of 
communication and transport; all banks and other financial institu- 
tions; most urban retail and wholesale distribution facilities, housing, 
and municipal utilities; and a relatively small but significant portion 
of all farms, as well as the postal system, military installations, and 
other facilities that are customarily in state possession even in 
capitalist countries. 
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Second, the only owners or operators, other than the state, of 
significant amounts of means of production are cooperatives, or- 
ganizations that are completely under the state's domination, with - 
little freedom of action. Such cooperatives are most important in 
agriculture, where in the form of collective farms they help pro- 
duce most Soviet farm output on land belonging to the state. 
Industrial producers' cooperatives, including cooperatives of in- 
valids, exist in towns and cities throughout the country. They are 
significant mainly as producers of consumer goods or suppliers of 
miscellaneous services. Cooperative consumers' organizations domi- 
nate wholesale and retail trade in the countryside. State property 
and cooperative property are legally considered merely different 
forms of socialist property. 

Third, purely private property consists in the main of personal 
possessions such as clothing and household utensils. Private owner- 
ship of means of production is limited to such implements, instru- 
ments, and livestock as are needed by an independent craftsman 
or by a peasant working a small plot of land with his own and his 
familys labor. Many small homes are owned by their occupants. 
The right to transmit personal possessions (including savings) 
through inheritance is recognized. 

Fourth, virtually all economic activity of the country is co- 
ordinated through the government plan, which sets future produc- 
tion objectives for all major commodities and directs the growth of 
the economy with a view of attaining the objectives set up. 

Fifth, all able-bodied citizens of the USSR are required to work, 
in accordance with the principle "He who does not work, neither 
shall he eat." In practice this seems to be interpreted to mean that 
no one may live solely on the basis of unearned income, such as 
interest on government bonds. But a wife may be supported by her 
husband. The Soviet Union today is legally regarded as being a 
socialist society operating in accordance with the slogan "From each 
according to his ability, to each according to his work.” An in- 
dividual must work for himself alone, for a cooperative organization, 
or for the state. The employment of workers for the private profit 
of another individual is forbidden.' 

What is this Soviet state that exercises such all-embracing 
economic power, far exceeding that of the Czarist regime in, say, 


1 The economic features of the Soviet state are laid down in articles 4-12 of 
the Soviet constitution. 


SOVIET ECONOMIC DEVELOPMENT 99 


1914, or of any single capitalist or group of capitalists before the 
Bolshevik revolution? The Soviet constitution declares that the 
USSR “is a socialist state of workers and peasants,” and that “all 
power in the USSR belongs to the working people of town and 
country as represented by the Soviets of Working People’s Deputies.” 
(Articles 1l and 8.) 

Nominally, according to the constitution, “the highest organ of 
state power in the USSR is the Supreme Soviet of the USSR.” 
(Article 30.) This legislature consists of two chambers, the Soviet 
of the Union and the Soviet of the Nationalities, members of which 
are elected by popular vote. (Articles 38 and 34.) The Supreme 
Soviet performs certain functions of a legislative body in the brief 
periods when it is in session, and elects a Presidium of 83 members 
that acts for it between sessions, that is, most of the time. (Articles 48 
and 49.) Executive and administrative power is in the hands of the 
Council of Ministers, composed primarily of the heads of the various 
government ministries, which “issues decisions and orders on the 
basis and in pursuance of the laws in operation, and verifies their 
execution.” (Articles 64 and 66.) This is the organizational structure 
of the national government of the USSR. Each of the sixteen con- 
stituent republics, such as the Ukraine, has a similar organization. 
(Articles 57-63.) 

The sixteen Soviet republics are the Russian Soviet Federated 
Socialist Republic (RSFSR), the Ukrainian Soviet Socialist Republic 
(Ukrainian SSR), the Belorussian SSR, the Uzbek SSR, the Kazakh 
SSR, the Georgian SSR, the Azerbaidzhan SSR, the Lithuanian SSR, 
the Moldavian SSR, the Latvian SSR, the Kirgiz SSR, the Tadzhik 
SSR, the Armenian SSR, the Turkmen SSR, the Estonian SSR, and 
the Karelo-Finnish SSR. 

To get at the real locus of Soviet power, however, we must look 
at Article 126, which states that “the most active and politically con- 
scious citizens in the ranks of the working class and other sections 
of the working people unite in the Communist Party of the Soviet 
Union, which is the vanguard of the working people in their struggle 
to strengthen and develop the socialist system and is the leading 
core of all organizations of the working people, both public and 
state.” 

In practice the Soviet state is a dictatorship of the Communist 
Party, which in turn is completely dominated by the Presidium 
of its Central Committee, headed by Premier Malenkov. The basic 
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decisions of Soviet policy are made by the Presidum and then put 
into effect by government action. Important economic decrees are 
often promulgated jointly by the Council of Ministers and the 
Central Committee of the Communist Party? but sometimes the 
most important ones are first promulgated solely by the Central 
Committee. There is internal democracy neither in the Soviet 
state nor in the ruling Communist Party. 

This rule of the state by the Communist Party is made possible 
in large part by the fact that the most important state offices are 
usually reserved exclusively for party members, throughout all levels 
of the complex governmental hierarchy. Government and other 
officials who are not party members hold their posts at the sufferance 
of the Communist Party and may be removed whenever the appro- 
priate party group so decides. Moreover, party groups and members 
have extraordinary powers to intervene in state matters, directing 
or criticizing the work of governmental or economic organizations 
as may be required. Stalin described this party direction in these 
terms: 

The Party verifies the work of the organs of government and the 
organs of authority, correcting unavoidable mistakes and shortcom- 
ings, helping them develop the decisions of the government and 
trying to guarantee them support of the masses; and not a single 


important decision is taken by them without corresponding directions 
of the Party.* [My emphasis—H.S.] 


Recalcitrance, protest, or revolt against the party's decisions in 
economic or political matters is punished according to the severity 
of the offense, punishments ranging from mere reprimands to im- 
prisonment in forced-labor camps for long periods and, at times, 
in the past, even death. As in all dictatorships, it is the coercive 
power of the regular police, secret police, and armed forces that 
assures the ultimate execution of the party's commands.5 


? For example, the three-year plan for livestock development; Pravda, April 
19, 1949. 

3 This was the case with respect to the comprehensive program for expanding 
agricultural production in the post-Stalin era; Izvestia, September 13, 1953. 

1 Quoted in Andrei Y. Vyshinsky, The Law of the Soviet State, p. 160. New 
York: Macmillan, 1948. Cf. also Julian Towster, Political Power in the USSR 
1917—1947, pp. 119-20. New York: Oxford University Press, 1948. 

5 Abundant evidence on the use of such coercion wi!l be found in J. Gliksman, 
Tell the West. New York: Gresham, 1948; The Dark Side of the Moon. New 
York: Scribner’s, 1947; and Victor Kravchenko, I Chose Freedom. New York: 
Scribner's, 1946. 
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The Problem of Motivation 


Against the background we have sketched earlier, the most 
obvious motivation for the economic policies of the Soviet regime 
has been the desire to remold the old Russia into the new pattern 
called for by Marx and Lenin. The Communist Manifesto of 1848 
had called for the abolition of private landownership; nationalization 
of credit, transport, and communications; extension of state-owned 
factories; and equal liability of all to labor. Marx had pointed out 
that for the final stage of communism to be reached, the "productive 
forces" must be increased so that "the springs of cooperative wealth 
flow more abundantly,” thus pointing the way to a policy of inten- 
sive development of agricultural and industrial output. Other hints 
for policy were available elsewhere in the classics of Marxism- 
Leninism. 

But these ideological imperatives alone are inadequate to explain 
the pattern of development, and what is more, at times the sug- 
gestions made in Marxist literature have even been ignored: The 
Communist Manifesto, for example, calls for "abolition of all right 
of inheritance," but inheritance exists in the USSR today. The 
true importance of the prerevolutionary blueprints is that they 
provided the leaders of the Soviet state primarily with objectives; on 
the vital questions of tactics, forms of organization, and rate of 
development they gave little or no guidance. Lenin and his 
successor, Stalin, were therefore ideologically free to choose among 
their many options on a wide range of questions. 

For more adequate insight into the motivations of Soviet policy- 
makers, we must turn to the problem that has been their basic 
preoccupation since they took power: the problem of insuring the 
continued existence of the Soviet state and therefore of their own 
rule. Lenin was able to seize power and retain it during the first 
critical months because he adopted the un-Marxist slogan "All Land 
to the Peasants!" and actively supported the "Black Partition" that 
raged in the countryside as the peasantry took over the lands of the 
nobles and wealthier farmers. But what the peasantry had given 
it could take away. Throughout the 1920's the Soviet government 
struggled with the problem of enabling a proletarian-oriented regime 
to retain power in a primarily agrarian,small-peasant nation. Aside 


9 Alexander Baykov, The Development of the Soviet Economic System, pp. 
16-18. New York: Macmillan, 1947. 
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from the potential threat of the peasants, the Soviet regime has been 
constantly haunted by the fear that it would be overthrown by force 
of arms. Shortly after its birth, it had to struggle for survival against 
the armies of Czarist sympathizers and the military intervention of 
foreign powers, including England, Japan, and the United States. 
After the new state had won its right to exist by military victories, 
its leaders continued to believe that they were surrounded by a 
hostile capitalist world that would sooner or later attempt to crush 
them. To obtain the means to resist such invasion successfully, they 
built up Russia's economic strength at frantic speed and high cost. 
Thus they obtained the resources that — together with American 
Lend-Lease aid and other outside help — enabled the USSR to 
absorb the first Nazi onslaughts in World War II and later to push 
on from Stalingrad to Berlin. From 1928 on this economic prepara- 
tion for war was a leading element in Soviet policy making, and it 
has been evident in the strained international atmosphere since 
World War II. 

The Soviet fears that they might be defeated by foreign military 
intervention were clearly expressed by Stalin in 1931, addressing a 
group of business executives: 

To slacken the tempo would mean falling behind. And those who ` 
fall behind get beaten. But we do not want to be beaten. No, we 
refuse to be beaten! One feature of the history of old Russia was 
the continual beatings she suffered for falling behind, for her back- 
wardness. She was beaten by the Mongol Khans. She was beaten 
by the Turkish beys. She was beaten by the Swedish feudal lords. 
She was beaten by Polish and Lithuanian gentry. She was beaten 
by the British and French capitalists. She was beaten bv the Japan- 
ese barons. All beat her—for her backwardness: for military back- 
wardness, for cultura! backwardness, for political backwardness, for 
industrial backwardness, for agricultural backwardness. She was 
beaten because to do so was profitable and could be done with 
impunity. . . . In ten years at most we must make good the distance 
we are lagging behind the advanced capitalist nations.* 

The problem of historical motivation is always complex, and the 
specific case of the Soviet Union considered here is no exception. 
The desire to strengthen the economic base of Soviet military 
strength has played a role throughout the history of the USSR, 
but the specific force of this factor has varied from time to time 


7 Stalin, Problems of Leninism, p. 365. 


SOVIET ECONOMIC DEVELOPMENT 108 


in accordance with changes in the international situation. Soviet 
policymakers have also realized that internal discontent was a factor 
to be reckoned with, one that could be at least partially alleviated 
by raising the standard of living. The emphasis upon consumer- 
goods industries has therefore shifted from time to time, depending 
upon both the internal and the external situation. The sense of 
rivalry with capitalist powers abroad has also played a significant 
role, as Soviet leaders have sought to equal and surpass the economic 
power of Germany, Great Britain, and the United States. In short 
many elements have a part in the motivation of Soviet economic 
policy, but the preservation and expansion of communist power 
has been the dominant theme. 

When ideology and the need for survival clashed, it was the 
former that gave way throughout this era. We have noted before 
Stalin's remarks that the state could not "wither away," despite 
Engels' prediction, because the Soviet Union faced the threat of war. 
In 1921 Lenin gave way before peasant opposition and instituted 
the New Economic Policy, whose concessions insured a period of 
relative domestic tranquillity, though at the cost of temporarily 
strengthening capitalist elements in the countryside and city. And 
even the concern for the proletariat, so central a feature of Marxist 
ideology, did not deter Soviet leaders from holding down their 
people's standard of living while concentrating resources in capital 
investment and the increase of military-economic strength. 


The Spread of State Control 


At the very outset of Bolshevik rule, Lenin does not seem to 
have intended any immediate widespread nationalization of the 
economy. The existing disorganization of normal life and produc- 
tion was already great. His preoccupation was to insure the smooth- 
est operation possible, under the circumstances, of remaining in- 
dustrial and transport facilities. Moreover the Bolsheviks knew that 
they lacked technically trained people to replace the old managers 
and directors of the economy, despite Lenin's earlier brave words 
about the simplicity of modern control and accounting. Dobb has 
described the policy contemplated as "a controlled or directed 
Capitalism, steered by such measures of economic control as had 
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come to be the common stock-in-trade of belligerent governments." 8 

But the Bolsheviks had rather natural suspicions about the extent 
to which they could trust the owners and managers of industry, 
whose sympathies were likely to be with the old regime. On 
November 14, 1917, a decree was published providing for Worker 
Control, or, more accurately, participation, in the direction of in- 
dustry. Factory committees were given the right to supervise man- 
agement, to determine minimum production levels, and to have 
access to all correspondence and accounts, but the right of pro- 
prietors to give orders was explicitly upheld. In this way the Soviet 
government sought to continue to use the knowledge and skill of 
production managers, while keeping them under the scrutiny of 
workers' groups, which, presumably, would seek to guard against 
sabotage On December 5, 1917, another decree was published 
setting up a Supreme Council of the National Economy, which had 
the function of providing centralized coordination for the economy. 
Direct nationalization was still regarded as a minor element of 
policy, for use in special cases only. 

The current of events, however, pushed the government ever 
further along the path of nationalization. On December 27, 1917, 
for example, banking was made a state monopoly, and all existing 
banks and their assets were merged into the state bank. Lenin 
declared that he had wished to permit the private bankers to con- 
tinue their activity, provided they cooperated with the regime, but 
that their hostility prevented this? More ideological in its in- 
spiration was the decree of February 19, 1918, nationalizing all land. 
Since the practical impact of this order upon actual events in the 
countryside was slight. An earlier decree on the second day of the 
Soviet regime, November 8, 1917, had abolished land ownership by 
estate owners without compensation and had ordered all such land 
and the agricultural capital on it to be held in custody of local 
peasant committees. But before and after these decrees, the 
peasantry simply took over by force of numbers, taking the land 
and livestock of the estates and distributing them among the mem- 


8 Maurice Dobb, Soviet Economic Development since 1917, p. 83. London: 
Routledge and Kegan Paul, 1948. 

9? Ibid.; Baykov, op. cit., p. 5. 

10 Arthur Z. Arnold, Banks, Credit, and Money in Soviet Russia, pp. 58-61. 
New York: Columbia University Press, 1937. 
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bers of the peasant communities. With regard to foreign trade, a 
system of import and export permits was first introduced, but on 
April 22, 1918, a government monopoly of foreign trade was in- 
stituted.!? In domestic trade, it was first intended to permit private 
merchants, checked by workers control committees, to co-exist 
alongside a state monopoly of trade covering only the important 
goods. Such monopolies — covering successively farm machinery, 
textiles, food, matches, candles, and so on — were set up in Jate 
1917 and early 1918, as goods shortages created more and more 
distribution difficulties. On November 21, 1918, finally, nationaliza- 
tion of all trade was decreed.!? Most of the country’s railroad lines, 
it may be noted, had been built by the state or nationalized under 
the Czarist regime and were therefore automatically taken over 
upon the Bolshevik assumption of power. 

In industry the policy was initially to nationalize only particular 
large firms, either because of their importance or because of 
sabotage by owners who refused to continue production or work 
under the system of workers’ control. By June 1918, some 521 large 
factories had been taken over by the state, most of them by order of 
local authorities in various areas rather than by order of the central 
government. During this period the situation became ever more 
anarchic, as increasing shortages of materials, transport disorganiza- 
tion, and currency chaos made their effects felt on production. In 
addition strong syndicalist tendencies became evident at many 
factories, where workers acted under the impression that under the 
new regime they could take over the factories and operate them as 
they saw fit for their own benefit. The functioning of such privately 
owned enterprises was becoming increasingly impossible, and the 
resulting production decline harmed and endangered the new state. 
The result was the decree of June 28, 1918, nationalizing all large- 
scale industries. After it had became evident that the operation 
of the nationalized plants depended on the functioning of small 
enterprises, these latter were also nationalized by a decree of 
December 29, 1990. Direction — and weak direction it was at first — 


11 Baykov, op. cit., pp. 16-18. 

1? Alexander Baykov, Soviet Foreign Trade, p. 8. Princeton: Princeton Uni- 
versity Press, 1946. 

13 Baykov, The Development of the Soviet Economic System, pp. 24-25. 

14 Margaret S. Miller, The Economic Development of Russia, 1905-1914, p. 
208. London: King, 1926. 
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of these new state industries was entrusted to the Supreme Eco- 
nomic Council, which was thus transformed from a coordinating and 
planning group into an operating agency with greatly expanded 
functions and personnel.!5 

This period of attempted direct state control and operation of the 
entire nonagricultural economy, usually. termed the era of War 
Communism, lasted. from 1918 to 1921. Market relationships virtu- 
ally ended. Food was requisitioned forcibly from the peasants, often 
with little or no payment of any kind. Connections between different 
segments of the state-operated economy were maintained by means 
of orders and allocations. [Inflation mounted steadily throughout the 
period, while production fell precipitously. Money lost much of its 
significance, both for exchange and economic calculation. Adminis- 
tration was inept and haphazard, as the untrained and inexperienced 
personnel of the Supreme Economic Council sought to operate the 
economy on the basis of inadequate and often faulty information. 
Yet somehow enough was produced to supply the Red Army with 
essentials and to keep the economy behind the lines functioning, 
though at minimal levels. But the shortages of food and consumer 
goods, the arbitrary and often brutal requisitioning techniques, and 
the confused economic administration had their inevitable effect: 
peasant dissatisfaction mounted, breaking out even in armed rebel- 
lion. In the cities industrial discipline declined, while absenteeism, 
strikes, and even anti-Soviet sentiment rose. The Kronstadt naval 
rebellion against Bolshevik rule in early 1921 showed the temper of 
the people and the peril to the Soviet regime.!9 

To save the Soviet regime the New Economic Policy (NEP) was 
initiated. It sought to appease the peasantry and to revive the 
economy by permitting the lega] activity of private entrepreneurs in 
specific fields. Instead of the former ruthless requisitioning—often 
amounting simply to confiscation—of peasant grain, a new tax was 
introduced: one that required farmers to surrender only part of 
their produce to the state, leaving them free to sell the remainder on 
the open market for any price they could get. The tax rate was fixed 
so as to obtain for the state only about half the amount formerly 
requisitioned, being calculated on the basis of the amount needed 
to feed the Red Army and workers in the vital government enter- 


15 Baykov, op. cit., pp. 4-7; Dobb, op. cit, pp. 82-96. 
16 Dobb, op. cit., pp., 112-24. 
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prises. Private trade was once again permitted, and a new class of 
retail merchants sprang up immediately in all areas of the economy, 
quickly dominating retail distribution and playing a very important 
role as wholesalers. Illegal private trade had existed during War 
Communism, when thousands of "bagmen" trudged between city 
and country, bartering food for consumer goods and playing a 
significant role in what limited exchange of goods took place. 
During 1922-23, about 75 per cent of the retail trade volume of the 
Soviet Union was accounted for by private merchants; state and 
cooperative stores did only about 15 and 10 per cent of the 
business, respectively." In industry, too. the state relinquished 
some of its former primacy, keeping the largest and most important 
factories and branches of industry, but leasing many smaller plants 
to cooperatives and private operators and restoring others to their 
original owners. Foreign concessionaires were allowed to take 
over some enterprises. A few others were given over to companies 
based on both state and private capital investment. A study pub- 
lished in 1923 found that only 8.5 per cent of all industrial enter- 
prises in the USSR belonged to the government; but these employed 
over 84 per cent of all industrial workers, indicating clearly the 
small and often minuscule size of cooperative and privately run 
enterprises.!? 

Thus was instituted a "mixed economy,” in which the state held 
firmly to the "commanding heights" through its continued control 
of the government, large industry, the credit and banking ma- 
chinery, transport, and all foreign trade, as well as part of the 
domestic trade network. In agriculture, on the other hand, the 
pattern consisted overwhelmingly of millions of small farms oper- 
ated on anything but socialistic principles. In the cities private 
enterprise flourished in retail and wholesale trade, and in small- 
scale manufacturing units, many of them consisting of no more than 
an artisan and his assistant. Even financial exchanges were organ- 
ized in Moscow and several other cities to provide a market for 
buying and selling government bonds and foreign currencies.!? 
Trade, of course, meant the reinstitution of markets for all commod- 
ities and an end to the old system of moneyless transactions betwen 
^ 131 Baykov, The Development of the Soviet Economic System, p. 65. 

18 Ibid., pp. 106-7. 


19 Lancelot Lawton, An Economic History of Soviet Russia, Vol. I, p. 197. 
London: Macmillan, 1932. 
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state organizations, which were later completely reorganized. Indus- 
try remaining in government hands was divided into 486 trusts, each 
with the Jegal status of an independent economic entity operated 
for profit and free to buy from and sell to all customers, including 
other state organizations and private businessmen.? Lenin termed 
this new economic system "state capitalism," but said that it was a 
state capitalism that had never before been envisaged because it 
existed in a state ruled by the proletariat. He recognized that there 
were dangers implicit in this new economic organization, because 
of the potential strengthening of hostile capitalist elements within 
Russia. But he felt confident that it was "capitalism which we shall 
know how to restrict and to which we shall be able to set limits." ?! 

Lenin's confidence proved to be justified. Within a decade private 
trading and industrial production based on the use of hired labor 
had been virtually wiped out. Against the traders who had pro- 
liferated so quickly after the NEP was announced the government 
proceeded on two fronts. It made the need for such private enter- 
prise ever less pressing by encouraging and achieving a tremendous 
expansion in the state and cooperative wholesale and distribution 
networks, rapidly increasing the number of buying and selling 
points of these organizations and augmenting their personnel as 
required. Conversely, it discouraged private traders by imposing 
high taxes on their profits, sharply restricting the commodities they 
could buy from state enterprises, and making it difficult or impos- 
sible for them to move their goods over the state-owned railroads.?? 
The results were soon apparent. From about 75 per cent in 1922-23, 
the share of private traders in retail volume fell to 22.5 per cent in 
1928, 5.6 per cent in 1930, and became negligible thereafter. In 
1982 private trading by merchants was forbidden. A provision of 
the Criminal Code adopted that year provided prison terms of five 
years or more for those guilty of "speculation," that is, buying or 
reselling goods for private profit. 

Private industry—confined largely to small-scale handicraft pro- 
duction, except for a few large concession enterprises operated by 

20 Ibid., pp. 193-94. 

21 Quoted in Baykov, op. cit., p. 50. 

22 L, E. Hubbard, Soviet Trade and Distribution, pp. 19-23. London: Mac- 
millan, 1938. 
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foreign investors—succumbed similarly within a decade after the 
beginning of NEP tolerance. Denied raw materials and credit, dis- 
criminated against in use of transport facilities, taxed far more 
heavily than their state-supported competitors, these small inde- 
pendent producers rapidly gave up at the end of the 1990's. In 
1925-26 they accounted for 19.9 per cent of all industrial produc- 
tion; by 1930, only 5.6 per cent; and by 1932 an infinitesimal 0.5 
per cent? By 1931 the state and its subservient cooperatives were 
in complete control of all Soviet industry and trade and the NEP 
concessions had been ended. 

In agriculture the transformation to complete state control was 
largely accomplished in the early 1930's, but strong resistance had 
to be overcome at heavy cost. There were almost 26,000,000 
separate peasant farms in the Soviet Union in 1928.7" To the Soviet 
leaders it was obvious that such an unwieldy mass of individual 
small producers was incompatible with the centrally directed, large- 
scale industrial economy they hoped to build. So long as the 
peasant remained his own master, the state would have to meet his 
terms if it wished to get the grain required to feed the city masses. 
To meet those terms, the state would have had to be in a position 
to deliver the abundant supply of consumer goods farmers wanted. 
This would have put serious brakes on the state's goals for capital 
investment and rapid heavy industrial expansion. Only by smashing 
the peasants' independence could the state regain its freedom of 
action. 

The first few years of the NEP period, however, were years of 
appeasement. The Soviet leaders were trying to renew the smychka 
or collaboration between the proletariat and the peasantry—par- 
ticularly the poor and middle peasantry—that had been so brutally 
destroyed by the grain confiscation policies of the preceding period. 
The shift to a grain tax and peasant freedom to sell surplus produc- 
tion, mentioned above, created a notable incentive for increased 
farm production. These moves once again linked the peasant's 
welfare to the volume of his output. As elsewhere private enterprise 
was given greater freedom, and peasants were permitted to lease 
land, farm machinery, and other items of production capital as well 
as to hire a limited number of workers per farm. Soon differentia- 


24 Baykov, op. cit., pp. 124-25; Sot. Stroi., p. xlii. 
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tion made itself evident among the peasantry, as the more enter- 
prising and those with above-average capital took advantage of 
the new opportunities. In 1927 the Soviet government estimated 
that there were about 5,000,000 poor peasants, 14,300,000 middle 
peasants, and 896,000 labor-employing farmers. Few even of the 
upper group would have been regarded as anything but poor in 
the United States, but in a country where millions had to eke out 
a living on farms of 10 acres or less, the ownership of a few head of 
livestock or the capital adequate to permit hiring of machinery or 
labor were enough to classify a farmer as an affluent kulak.?? 

Before it had had a chance to become cemented, however, the alli- 
ance between workers and peasants that the Soviet regime sought to 
attain during the 1920's was almost wrecked, as a result of the famous 
"scissors crisis" of late 1922 and 1923—the sharp reversal of price 
relationships that took place at that time. 

Both 1922 and 1923 were years of general inflationary price rises. 
Superimposed upon the general rise in prices during the first half 
of 1922 was a relative rise of agricultural prices and a relative decline 
in industrial prices. By May 1, 1922—when this gap was widest— 
the purchasing power of agricultural commodities in terms of indus- 
trial commodities was much greater than it had been in 1913. The 
"terms of trade" between city and country had shifted in favor of 
farmers, in part as a result of the frantic dumping of industrial goods 
on the market by industrial organizations desperate for working 
capital. After May 1922 industrial prices increased much more rap- 
idly than did farm prices so that by August 1, 1922, the ratio of agri- 
cultural to industrial prices was virtually the same as in 1913. This 
reverse movement continued for another year, however, with the 
result that through most of 1923 industrial goods were far more 
expensive in terms of agricultural commodities than they had been 
in 1913. The "terms of trade" had shifted violently against the rural 
population. When these price changes are plotted on a graph, the 
shifting relationship between the two price curves suggests the 
blades of an open pair of scissors. This is the origin of the name by 
which thís phenomenon is known. 

The price disparity against agriculture in 1923 had serious conse- 
quences. Peasant demand for high-priced urban consumer goods 


36 Ibid., pp. 135-38. There were also 2,560,000 very small farmers classified 
as belonging to the rural proletariat. 


SOVIET ECONOMIC DEVELOPMENT 111 


fell off sharply, producing serious gluts and overstocked warehouses 
in the cities; however, monopolistic price control by industrial trusts 
prevented prices from falling. The decline in peasant purchases 
carried along with it the threat of a decline of peasant sales of food 
and industrial raw materials, with consequent disastrous results for 
the urban population and industry dependent upon these supplies. 
The government might have solved the crisis by resorting once again 
to compulsory requisitioning and by abandoning a market economy, 
but this would have removed any hope of attaining the worker- 
peasant cooperation aimed for by government policy. Instead of 
using force, therefore, the government moved to lower industrial 
prices and raise agricultural prices. The ability of industry to hold 
goods off the market and raise prices monopolistically was attacked 
by reducing bank credits so as to force the goods-hoarders to unload. 
Maximum selling prices were set for some goods. On the other 
hand the government altered its grain purchase policy so as to 
raise prices paid farmers. The result was a substantial closing of 
the relative disparity between industrial and agricultural prices, as 
measured against their 1913 relationship. But the entire gap was 
never closed. Throughout the remainder of the 1920's, the peasantry 
enjoyed a less favorable position vis-a-vis industry than they had 
before the outbreak of World War 1.77 

Despite the vigorous measures that alleviated the 1923 “scissors 
crisis,” the government experienced increasing difficulty during the 
middle and late 1920's in getting the agricultural supplies it re- 
quired. Of central importance here was the fact that the percentage 
of the total grain supply sold shrank sharply in the 1920's, being only 
13.3 per cent in 1926-27 as against 26 per cent before World War I. 
The key factor was that the poor and middle peasants, who pro- 
duced 85.3 per cent of all Soviet grain in 1926, marketed only 11.2 
per cent of their output. The kulaks, whose fields gave only 13 per 
cent of the harvest, sold 20 per cent of their grain; while the rel- 
atively unimportant state and collective farms, which produced 
only 1.7 per cent of all grain, marketed 47.2 per cent of their grain. 
In 1927 and 1928 sharp difficulties again began to be encountered 
by the government in its efforts to secure adequate grain. Once 
more it had to resort to emergency measures such as confiscating 
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grain from rich peasants who refused to deliver it at prices fixed by 
the state. The government's needs for grain had increased with the 
increase in urban population, while the peasants were becoming 
less eager to grow and sell grain, at the government-fixed price, 
since other crops could be raised more profitably. It was also more 
profitable to feed grain to livestock and sell the resulting meat and 
dairy products than to sell grain itself at the state price. Yet the 
government could not adequately raise its price for grain. It did 
not want to increase peasant purchasing power when it had no 
intention of correspondingly increasing the supply of manufactured 
goods—mainly consumer goods—available for peasant purchase.?? 

Three major lines of development merged in determining the 
final outcome of this struggle. First, the government need for grain 
increased rapidly in 1928 and 1929 as its program of rapid industri- 
alization got under way, with a corresponding increase in industrial 
and construction: workers who had to be fed from government- 
controlled supplies. With even greater supplies to be required in 
the future as industrialization proceeded still further, the pressure 
for a solution satisfactory to the regime mounted sharply. 

Second, the government regarded the struggle as primarily one 
against the kulaks, the wealthier farmers, who, as we saw earlier, 
had relatively large surpluses of grain. They were the peasants, 
moreover, who were most concerned with maximizing their money 
income by shifting their production from grain to nongrain crops or 
by feeding grain to livestock. To combat the growing influence of 
the kulaks, the state had reversed its earlier tolerance, raising taxes 
imposed upon them sharply during the late 1920's. But these mea- 
sures were not enough, and in 1929 the government, in Soviet 
phraseology, "passed from the policy of restricting the exploiting 
proclivities of the kulaks to the policy of eliminating the kulaks 
as a class." 3o 

Third, as early as March 1919, the Eighth Congress of the Com- 
munist Party had laid down the policy that the eventual organiza- 
tion of Soviet agriculture would be based upon two institutions: 
large-scale state farms, owned and operated by the government; 
and collective farms, formed by amalgamating the lands of many 
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peasants, who would then work the larger area cooperatively.?! 
Both these types of farms were of only minor importance in the 
1920's. As late as 1929 they accounted for less than 7 per cent of 
all sown acreage. In 1928 and 1929, however, the formation of new 
collective farms and the entrance of peasants into them increased 
sharply, as the poorest farmers, destitute of virtually all capital 
required for production, were attracted by promises of generous 
government aid, including credit, machinery, and technical assis- 
tance. The higher rates of collectivization prevailing in these years 
is indicated by the fact that whereas in November 1997 there were 
only 14,832 collective farms with 195,000 peasant members, by June 
1, 1929, there were 57,000 such farms with 1,003,000 families.?? 
Being dependent upon the government for subsidies and other aid, 
these collectives provided the regime with a much higher percentage 
of the grain they produced than did individual peasants. From the 
government's point of view, therefore, this organizational form was 
much preferable. The state farms, on the other hand, had proved 
disappointing because of their high costs. Moreover the Soviet lead- 
ers realized that the bulk of the peasantry would not take kindly 
to any government effort to convert them into out-and-out hired 
hands on such “factories in the field.” All these considerations were 
influential in persuading the government in the late 1920's that its 
only way out of the ever more menacing grain crisis was the collec- 
tivization of the great bulk of Soviet agriculture and the wiping out 
of the independent kulaks.*3 

The actual process of mass collectivization in early 1930 was one 
of the most tempestuous periods in Soviet history. A decision of 
the Communist Party Central Committee in November 1929 ordered 
that 25,000 trusted industrial workers be sent to the countryside 
to lead the campaign. Plans were set in motion to build large-scale 
farm machinery plants to supply the large new collective farms that 
were to be formed. Regional and provincial authorities were em- 
powered to use “all requisite measures to fight the kulaks, including 
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the total confiscation of kulak property and their deportation beyond 
the boundaries of individual districts and regions (provinces).” 3! 
The tempo of collectivization was ordered speeded up far beyond 
that originally envisaged in the First Five-Year Plan. 

Events moved rapidly thereafter. On February 20, 1930, there 
were 59,400 collective farms with about 4,400,000 families, already 
a very considerable increase over the preceding spring. Six weeks 
later, in March, there were reported to be 110,200 collective farms 
with almost 14,300,000 peasant households, 55 per cent of all peasant 
families. The most rapid agricultural transformation in history had 
apparently been accomplished. 

But the reality behind these swiftly mounting figures was some- 
thing quite different. Collectivization was often literally jammed 
down the peasants’ throats by the urban workers sent to the country- 
side together with party and government functionaries. Instead of 
winning the peasants’ voluntary consent to the merger of their prop- 
erty and land, these overenthusiastic collectivizers often simply in- 
formed the peasants that they had been collectivized willy-nilly, or 
threatened them with dire punishment if they did not vote to form 
collectives. Kulaks and others who resisted were shot, beaten up, 
or deported to forced labor camps. Those who opposed this new 
reign of terror responded by killing their livestock and destroying 
other assets that would otherwise have gone to the hated collective 
farm. The struggle and disaffection so roused in the countryside 
assumed such proportions that they threatened to disrupt the whole 
1930 spring-sowing campaign, with disastrous results for the crop 
of that year.35 

Stalin sounded the alarm with a famous statement, titled "Dizzy 
With Success,” published in Pravda, March 2, 1930. He asked: 
“Who benefits by these distortions, this bureaucratic decreeing of a 
zollective-farm movement, these unseemly threats against the peas- 
ants? Nobody, but our enemies. What may these distortions lead 
*o? To the strengthening of our enemies and the discrediting of the 
*dea of the collective-farm movement." 3 To ease the tension, peas- 
ants were allowed to withdraw from collective farms imposed upon 
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them. As a result, between March 1, 1930, and May 1, 1930, the 
number of collective farms dropped from 110,200 to 82,300, while 
the number of member peasant households declined from about 
14,300,000 to about 5,800,000. 

But this temporary retreat did not mean that the government had 
dropped its collectivization campaign. The regime had merely 
changed its tactics. Greater emphasis was placed upon special priv- 
ileges, such as exemptions from taxation, given collective farms. 
They were aided also by being given machinery, seed, and credit, 
while the burdens on individual farmers were increased. The strug- 
gle against the kulaks was also continued energetically. Moreover, 
many of the peasants who withdrew from the collectives got back 
only a small fraction of their original capital. In the end the govern- 
ment had its way. By July 1, 1931, there were 211,100 collective 
farms, including over half of all peasant households and embracing 
two-thirds of the peasant-sown acreage. Two years later, 64.4 per 
cent of the peasantry and over 83 per cent of the peasant-sown area 
had been collectivized. By 1936, almost 90 per cent of the peasantry 
and virtually all the peasant-sown area were included in 245,700 
collective farms.?* 

The government had won. But the cost had been heavy, being 
estimated by one competent observer to have included the loss of 
half the nation's livestock, much of its other agricultural capital, 
and a disruption of agriculture that helped bring on the poor har- 
vests of 1931 and 1932 with their accompanying famine. Perhaps 
as many as five million kulak families may have been deported to 
Siberia and the Far North for their resistance.?* Only by importing 
large numbers of American tractors was the Soviet government able 
partially to replace the large number of horses slaughtered during 
its struggle with the peasants. 

With this victory over the independent peasantry, the Soviet state 
won complete control of the economy of the USSR, a control that 
has not been seriously challenged since. When Eastern Poland, 
Latvia, Lithuania, Estonia, Bessarabia, and Northern Bukovina 
were annexed during 1939—41, private trade and industry in these 
areas were liquidated, and a land reform was carried through that 
broke up all farms above a modest maximum. After Soviet control 
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was regained in these areas during and after World War II, a new 
campaign for collectivization was begun and rapid extension of the 
system was made in 1948 and 1949.9 By 1950 the economies of 
these areas had been transformed into the same pattern as the 
remainder of the USSR. 


The Planning System 


Every economy of any significant size rests on the everyday 
cooperation of many individuals and groups of individuals engaged 
in both production and consumption. Such cooperation is not ran- 
dom, but is coordinated in some fashion through a mechanism that 
decides or helps to decide such basic questions as: What commod- 
ities and services shall be produced? How much of each shall be 
produced? How shall the community's total production be distrib- 
uted among its individual members? How much of the community's 
total production shall be consumed for current needs, and how 
much shall be set aside to increase production capacity and provide 
reserves against emergencies or future needs? In an economy such 
as that of the United States these questions are answered—and eco- 
nomic activity is thereby coordinated—on the basis of decisions made 
by many individuals and groups of individuals acting under the 
guidance of signals given by the behavior of prices set in the many 
markets for different commodities, as well as on the basis of other 
information. In the Soviet Union such coordination is achieved 
primarily on the basis of decisions made by a relatively small group 
of persons at the head of the government and incorporated in a 
central economic plan that has the effect of law in guiding the eco- 
nomic activities of the citizens of the USSR. This is what we mean 
when we say that the Soviet Union is a "planned economy." We do 
not thereby imply—as is sometimes mistakenly argued—that other 
economies are "unplanned" and therefore chaotic; we imply merely 
that other economies achieve coordination through some kind. of 
market mechanism rather than by a centrally determined and im- 
posed plan. 

The contemporary type of Soviet economic plan, whether it covers 

39 Cf., for example, the data on the Baltic States in Pravda and Izvestia, 
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the next five years or the next year, or some shorter future period, 
is a directive to the different parts of the economy to produce certain 
quantities of different commodities—250,000,000,000 tons of coal or 
500,000 automobiles, or 2,000,000 tons of cotton, and so forth. Com- 
modities and resources available to the USSR-—labor, machinery, 
raw materials — are allocated to the different parts of the economy 
in amounts intended to permit fulfillment of state goals. Paralleling 
the plans expressed in physical units of different commodities and 
resources are financial plans, which help coordinate the planned 
production program in terms of the monetary measurement of value. 
Soviet economic plans, therefore, are extremely complex documents 
resting upon a very detailed and extensive factual knowledge of 
the existing productive mechanism and its future possibilities in 
operation. How did this come to be? 4° 

Lenin wrote in 1917 that society would become "one office and 
one factory," a statement implicitly assuming that the economic 
system of the future would be operated in accordance with one 
centralized set of objectives, that is, a plan. The Supreme Economic 
Council, formed shortly after the Bolshevik revolution, was at one 
time regarded as the body that would produce a unified economic 
plan, but its energies were soon mainly absorbed in the work of 
administering nationalized industry. Actual coordination of the 
Soviet economy during the years of War Communism seems to have 
been practically accomplished through the activities of the Council 
of Defense. This body did not issue carefully balanced blue prints, 
but solved urgent problems as they arose by concentrating all avail- 
able resources upon their solution. Many of the government eco- 
nomic bureaus of the period had their planning groups, which pro- 
duced detailed plans for their own sectors, but there was no one 
over-all directing plan coordinating the economy.** 

The first approach to a comprehensive Soviet plan was the work 
of the GOELRO (State Commission for Electrification) group 
founded in March 1920 to prepare a program for the electrification 
of the Russian Soviet Federated Socialist Republic. This plan, as 
presented to and adopted by the Eighth Congress of Soviets, in 

10 Questions of how plans are prepared and how they operate in practice 
will be discussed in a later chapter on planning and the planning system. 
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December 1920, presented a list of goals in the production of differ- 
ent commodities to be achieved over a ten- or fifteen-year period, 
during which some thirty electric power stations were to be con- 
structed in different parts of the country. Among the objectives set 
were the output of 62.3 million tons of coal, 19.6 million tons of iron 
ore, 8.2 million tons of pig iron, 6.5 million tons of steel, and the 
raising of all industry to a level of output 80 to 100 per cent above 
the prewar level? Both in scope and in adequacy of the factual 
data upon which it was based, this initial effort had little in common 
with the complex plans of today. 

In February 1921 the State Planning Commission, or Gosplan, 
was set up, the organ that is still today the chief planning agency 
of the USSR. The Gosplan was charged with working out a unified 
economic plan for the country, together with the means and order 
of its realization; with reviewing plans drawn up by various depart- 
mental and areal authorities; and with carrying out studies required 
for the realization of the plan. The GOELRO plan was to be the 
basis of its work.*? Initially Gosplan consisted of 40 economists, en- 
gineers, and other personnel. By 1923 these had increased to 300, 
and by 1995 a network of subordinate planning offices had been 
set up throughout the Soviet Union. Many planning groups also 
existed in the various People's Commissariats (now called Minis- 
tries) and individual enterprises of the country. In its earliest years 
Gosplan confined itself largely to making studies and reports on 
particular problems, such as reconstruction of the Donbas coal basin, 
while it slowly gathered the information and personnel required to 
enable it to draw up a comprehensive plan. It also tried to coordi- 
nate the activities of different departments by acting as an umpire 
in deciding between their rival claims for resources, but this was 
hardly planning in the true sense." 

A closer approach to a comprehensive plan came with the publi- 
cation of the annual Control Figures for 1925-26. These set up 
approximate goals for the major areas of the economy, based on an 
over-all view of the resources available and the possibilities for fur- 
ther progress. These were followed by similar Control Figures for 
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1926-27 and then for 1927-28, each year’s effort being based on 
better and more comprehensive data. The first two sets of Control 
Figures for 1926-27 were rejected by the government; the goals set 
were bitterly resisted by the various economic divisions, which 
wished to proceed in accordance with their own conceptions. More- 
over, the Control Figures were challenged on the ground that some 
of their most strategic components, based upon faulty and inade- 
quate statistical information, particularly with regard to agriculture, 
were inaccurate. The work of drawing up these goals and the crit- 
icism they received at the hands of party officials and economic 
leaders contributed, however, to improving the planning work and 
making possible further progress. 

A historic controversy took place in this period that.was-to have 
major importance for the future development of Soviet planning. 
A number of the chief economists in Gosplan viewed planning as 
essentially an effort at forecasting the probable future development 
of the economy. These economists regarded the most essential task 
of economic planning as the maintenance of the equilibrium be- 
tween supply and demand on the market. They believed that the 
growth of the Soviet economy was essentially limited by the pre- 
ponderant importance of agriculture, that area of the Soviet economy 
in which individualism reigned supreme at the time and in which 
the planned direction of the government was least effective. In 
addition they believed that once the Soviet economy had made 
good the losses of World War I and the civil war that followed it, 
the rate of growth of the economy as a whole would necessarily 
decline. These economists were very much influenced by the tech- 
niques of economic forecasting and business cycle analysis then in 
vogue among economists in the West, and these they tried to apply 
to the problems of the Soviet Union. Such an approach, which 
denied the possibility of extremely rapid economic development as 
desired by the leaders of the Soviet state, was naturally most unac- 
ceptable to the government. In addition these economists warned 
against government efforts to secure grain from the peasantry by 
coercive methods. They argued that state attempts to get increasing 
quantities of grain while keeping grain prices relatively low could 
lead to a diminution of farm output with disastrous consequences 
for the economy. These warnings too were unpalatable to the 
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ruling group. A thorough purge of Gosplan and associated hodies 
was conducted to remove these economists and their sympathizers, 


who were accused of being “wreckers” and “opportunists” trying to 
sabotage the Soviet economy. This controversy helped focus atten- 
tion upon the absolute necessity for the Soviet government to over- 
come the individualism and lack of planned control of agriculture, if 
economic progress was.to proceed at the rate desired.*5 

Speaking in May 1928 of the difficulties encountered by the gov- 
ernment in securing adequate grain, the central problem of the 
time, Stalin described the root of the Soviet government's difficulties, 
and the relative importance of planning at the time, in these words: 

At the first glance it might appear that our grain difficulties are of a 
fortuitous nature, the result merely of faulty planning, the result 
merely of a number of mistakes committed in the sphere of economie 
coordination. But that might appear so only at the first glance. . . . 
To attribute everything to faulty planning and chance mistakes 
would be a gross error. It would be a still greater error to exaggerate 
the part played by the planning principle, in the belief that we have 
already reached a stage of development when it is possible to plan 
and regulate everything. It must not be forgotten that in addition 
to elements which lend themselves to planning there are elements 
in our national economy which do not as yet lend themselves to plan- 
ning; and that, apart from everything else, there are hostile classes 
which cannot be overcome simply by the planning of the State 
Planning Commission.19 
Only when agriculture had become completely collectivized could 
it be brought more adequately within the sphere of Soviet planning 
and control, apart of course from the vagaries of nature and the 
resultant fluctuations in harvests, always a scurce of difficulty for 
economic planners in all countries. 

In December 1927 the Fifteenth Congress of the Communist 
Party directed that a five-year plan for the development of the 
Soviet economy be prepared. Even earlier, in January 1927, a draft 
of such a plan, putting major emphasis upon the growth of heavy 
industry, had been prepared by the Supreme Economic Council. 
Gosplan had also been working on a similar project, one in which 
the possible goals for the future were viewed rather cautiously, in 
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line with the reasoning described above. A great deal of public 
debate took place about the several variants of the Five-Year Plan 
released by Gosplan, the final choice put before the government 
being between the "minimal" and the "optimal" variants. The latter 
was the bolder program, premised on such uncertain assumptions 
as that there would be no crop failure during the five years and that 
foreign trade with the outside world, as well as foreign credits to the 
USSR, would increase sharply. It was the "optimal variant" that 
was finally adopted in April 1929 by the Sixteenth Communist Party 
Congress, though execution of the plan had been begun in late 
1928.47 

The period of execution of the First Five-Year Plan had origi- 
nally been set as the five years following September 30, 1928; but 
it was officially announced as completed in four and one-quarter 
years, that is, as of December 31, 1932. Several of the basic assump- 
tions behind the “optimal variant” were far from realized during 
these years. The crops of 1931 and 1932 were poor; the Soviet Union 
did not receive extensive foreign credits. Nevertheless, during these 
years, substantial progress was made, but it was very uneven prog- 
ress. Behind the reported fulfillment of the plan was the fact that 
while, in terms of ruble value, output of machinery and electrical 
equipment in 1932 was 157 per cent of the 1932-33 goal, that of 
heavy metallurgy was only 67.7 per cent, and that of consumer 
goods only 73.5 per cent, of their goals. Where the plan had en- 
visaged that less than 25 per cent of all peasant households would 
be collectivized by its end, the actual percentage in 1932 was over 
60. The plan had provided that, in 1932, 106,000,000 metric tons of 
grain would be produced; actual output was less than 70 million tons. 
Steel production in 1932-33 was to be 10,400,000 tons; in 1932 it was 
under 6,000,000 tons. Many other similar examples might be 
cited, but the basic situation is clear: The First Five-Year Plan may 
be considered to have been fulfilled, if one defines fulfillment solely 
in terms of some over-all indicator that balances failures in one area 
~ ^! Dobb, op. cit, pp. 281-36. 

18 Baykov, op. cit., p. 166. 

19 Goals for the First Five-Year Plan are given in State Planning Commission 
of the USSR, The Soviet Union Looks Ahead. New York: Liveright, 1930, 
passim. A convenient source in English for data on Soviet economic conditions 


in 1932 is State Planning Commission of the USSR, The Second Five-Year Plan, 
p. 545 ff. New York: International Publishers, n.d. 
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with unexpectedly good performance in another: In retrospect, 
however, there can be no doubt but that the First Five-Year Plan 
gave only a poor forecast of what actually did happen after its adop- 
tion, except, in the most general sense, that the plan did call for an 
intensive program of capital investment and greater socialization 
in all major areas of the economy. 

To understand the real significance of a Soviet plan, one must 
abandon any notion that such a plan is a device for securing orderly 
economic growth, that it is at all analogous to a railroad timetable, 
for example. Such a timetable predicts that a certain sequence of 
events will happen at certain times. Those who work on the railroad 
attempt to make the trains leave and arrive on time. If a train is 
late, that is considered a violation of the timetable; but so is the 
arrival of a train well ahead of schedule. An engineer who brought 
in a train from a five-hour journey in three hours might well be dis- 
ciplined for skipping stops en route, for exceeding safe speeds, and 
for endangering lives by being out of step with the rest of the rail- 
road. Not so with the Soviet plan. The objective of such a plan is 
primarily to secure the maximum possible rate of development of the 
economy in a given time period. If a branch of the economy pro- 
gresses more rapidly than originally envisaged, that is, overfulfills its 
plan, its manager and other personnel are rewarded. It is only 
when progress lags behind the plan that the directors of the Soviet 
economy become concerned. 

Oscar Lange, who later became a leading official of the commu- 
nist-dominated Polish government, expressed the point this way 
several years ago: 

In a truly planned economy the output of different industries and 
plants as well as the inter-temporal structure of the investment pro- 
gram must be balanced against each other and coordinated with 
each other. Thus overfulfillment of the plan, not less than under- 
fulfillment, must be considered as a disturbance which upsets the 
plan. This argument, however, holds true only if the military objec- 
tives of economic planning are left out of account. The Soviet 
economy was planned not for the harmony of its different branches, 
but for one single purpose, namely the most rapid industrialization 
and preparation of effective national defense. The industrialization 
program was considered by the Soviet government as a race against 
time. . . . The fact that overfulfillment of the production plan is 


regarded as a virtue, instead of as an upsetting of the general eco- 
nomic plan, shows clearly that Soviet economic planning did not 
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serve the objectives of a harmonious socialist welfare economy, but 
served political and military objectives to which all other aspects of 
economic planning were sacrificed. 


From this point of view.. itis clear that the plan is a set of goals 
or a forecast; it is not an end in itself, but merely the means to an 
end. If conditions change, the plan is changed, as was the case 
with regard to collectivization in the early 1930's. Moreover, the 
Soviet leaders regard the actual formulation of a plan as only the 
first step in real planning. Supervision of the execution of the plan 
is the major task, they believe. The day-to-day development of the 
economy must be watched so as to avoid bottlenecks, foresee im- 
pending difficulties and avert them, and modify the plan in accor- 
dance with the actual experience of the earlier work in achieving 
its goals. 

The Second Five-Year Plan, covering the years 1933-37, was 
adopted at the Seventeenth Congress of the Communist Party in 
early 1934. The railroad portion of this plan was announced as 
fulfilled in four years, and the industrial portion in four and a quar- 
ter years. But again this fulfillment was of a curiously uneven 
kind, though somewhat more even than the fulfillment of the First 
Five-Year Plan. In 1937 output of steel was 4 per cent above the 
amount planned for that year, but pig iron production was 10 per 
cent below; petroleum output 30 per cent below; and woolen textiles 
50 per cent below.5? 

The Third Five-Year Plan, originally intended to cover the years 
1938—42, was adopted by the Eighteenth Congress of the Communist 
Party in March 1939. This plan showed the influence of the direct 
threat of war existing in the late 1930's. As its execution proceeded, 
it was more and more modified to take account of the increasing 
possibility of Soviet involvement. This plan was, of course, rudely 
interrupted by the Nazi invasion of the USSR in June 1941. A week 
after the invasion a “mobilizational economic plan" for the third 
quarter of 1941 was adopted by the government. In August 1941 


59 Oscar Lange, "The Working Principles of the Soviet Economy," in USSR 
Economy and the War, p. 43. New York: Russian Economic Institute, 1943. 

51 Planovoye Khozyaistvo, No. 1 (1946), pp. 57-61. 

52 Cf. the interesting and more extensive comparison between plan figures 
and actual accomplishment in W. W. Leontief, Sr., "Soviet Planning: The 
Problem of Economic Balance," The Russian Review, Autumn 1946, pp. 28-29. 
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the Soviet government adopted the "war economic plan" for the 
last quarter of 1941 and for 1942.55 Other plans were subsequently 
adopted for the later years of the war, through 1945. The Fourth 
Five-Year Plan, originally presented as covering the years 1946-50 
and providing a program for the reconstruction and development 
of the Soviet economy after World War II, was adopted as a law 
by the Supreme Soviet of the USSR in March 1946. Debate over 
this comprehensive program was most perfunctory, being limited to 
a small number of speeches by members of the Supreme Soviet— 
most of the speeches devoted simply to praising the plan completely 
—after a long explanatory and summary speech by N. A. Voznesen- 
sky, head of the Gosplan which had made up the document. 

The Soviet government's official report on the fulfillment of the 
Fourth Five-Year Plan, published April 17, 1951, claimed that this 
plan "has been successfully fulfilled and the most important plan 
goals have been considerably exceeded." The impression given by 
this statement is misleading, unless it is understood that the latter 
phrase implies a very uneven pattern of fulfillment and nonfulfill- 
ment. While objectives for 1950 production of many key industrial 
raw materials—coal, petroleum, and electric power among others— 
were exceeded, the objectives for production of important types of 
civilian machinery, consumer goods, and farm products were not 
reached. From 1946 to 1950, the data suggest, Soviet heavy industry 
grew more rapidly than originally envisaged, while production of 
many types of consumer goods and food lagged behind, in part 
because of the diversion of resources from the civilian areas of the 
economy to those areas of the economy more directly related to 
military-economic potential. Not least among the latter, in all 
probability, was the production of nuclear weapons. 

Though V. M. Molotov had indicated as early as March 1950 that 
a Fifth Five-Year Plan, for the years 1951-55 inclusive, was under 
preparation, the actual text of this plan has not been published. 
Brief “Directives” for such a plan, covering many of its main fea- 
tures, were published in August 1952, and then approved, with 
minor modifications, at the Nineteenth Communist Party Congress 
the following October. Phrased largely in terms of percentage 
increases, rather than absolute numbers, as target goals, these 


53 N. A. Voznesensky, The Economy of the USSR During World War Il, pp. 
20-22. Washington: Public Affairs Press, 1948 ( mimeographed). 
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"Directives" constitute the smallest and least satisfactory body of 
information ever made available regarding a Soviet Five-Year Plan. 
The fact that the Korean War raged from 1950 to 1958 may have 
played a role both in the delay in announcing any details of the 
Fifth Five-Year Plan, and also in the minimal amount of information 
made public regarding that plan. The Korean War, of course, was 
sustained because the USSR delivered military supplies to the 
communist troops, while also posing the possibility of eventual 
direct participation. 

After Stalin's death, the later pronouncements of his successors— 
particularly Premier Malenkov's speech of August 1953 and N. S. 
Khrushchev's speech on farm policy delivered a month later—indi- 
cated that the 1952 Directives had been changed in some major 
particulars, with more emphasis on consumer goods and agricultural 
output than originally envisaged. If the promises made in this 
regard during 1958 are actually fulfilled, it may be that in the 
perspective of history, the death of Stalin may appear to have been 
another major turning point in Soviet economic history. Develop- 
ments during the first months of 1954, however, suggested that the 
changes introduced by the post-Stalin rulers were more the result 
of expediency than of any long-term shift from Stalin's goals. On 
the one hand, the ambitious program for expanding grain acreage 
and output announced in March 1954 clearly had not been 
envisaged either in the original Fifth Five-Year Plan or in the first 
farm program enunciated by Khrushchev in September 1958. On 
the other hand, the speeches of Malenkov and Khrushchev at the 
Supreme Soviet session in late April 1954 seemed to make it clear 
beyond doubt that the new regime intended to continue the old 
emphasis on heavy industry and on military production. The 
revelation, during the air parade of May 1, 1954, that the Soviet 
Union was building giant intercontinental jet bombers made it 
crystal clear that the Soviet economy was not making the satisfac- 
tion of consumer needs its primary objective. 

The five-year plans discussed above are of course not the only 
kinds of Soviet plans. The Control Figures issued first in 1925-26 
were an initial attempt to formulate annual economic plans for a 
year ahead, plans that could be more concrete and specific than the 
longer-range five-year plans. Control figures continued to be issued 
annually for a time after the beginning of the First Five-Year Plan, 
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but in 1931 these guides were dropped. Instead it became the 
practice, beginning with that year, to prepare a comprehensive 
annual economic plan, in which developments that had occurred 
since the formulation of the original five-year plan could be taken 
account of.54 For the most important branches of the economy, as 
well as for individual enterprises, quarterly, monthly, and sometimes 
even bimonthly or ten-day plans are also prepared, so as to get the 
greatest maneuverability of economic direction over the year. 

Longer-range planning for periods in excess of five years has been 
relatively slow to develop, though the first GOELRO plan had 
looked ahead ten to fifteen years. Some work on such longer-range 
planning was apparently done in 1938 and early 1939. Stalin, in his 
report to the Eighteenth Communist Party Congress, referred to the 
necessity of reaching a pig-iron output of 50 to 60 million tons in 
order to exceed the per capita United States output of pig iron in 
1929, obviously a matter of several five-year plans.? Writing in 
1940, a Soviet economist gave detailed figures showing that a 
considerable amount of thinking had been done about major ob- 
jectives to be reached by the Soviet economy by 1947 or 1952, that 
is, at the end of the Fifth or Sixth Five-Year Plan, had there been no 
World War IL59 That such interest in long-range planning has 
been carried over to the postwar period was indicated by Stalin in 
February 1946. He spoke then of tripling Soviet prewar industrial 
production and reaching specified output goals for pig iron, steel, 
oil, and coal, far beyond the 1950 goals of the Fourth Five-Year 
Plan. Stalin's tentative time schedule—and the period over which 
long-range planning was probably being carried—was indicated by 
his statement, "That will take three more Five-Year Plans, I should 
think, if not more. But it can be done and we must do it." 5 


The Growth of Production 


No aspect of Soviet economic development has been more 
spectacular than the rapid growth of production in all fields during 
the 1920's and 1930's. This growth was interrupted by the Nazi 
invasion in June 1941, which resulted in great losses of industrial 


54 A. Kursky, Sotsialisticheskoye Planirovaniye Narodnogo Khozyaistva SSSR, 
20. Moscow: Gosplanizdat, 1945. 

55 Stalin, Problems of Leninism, pp. 633-34. 

56 Planovoye Khozyaistvo, No. 10 (1940), pp. 30-43. 

57 Quotation from the translation of his speech issued by the Soviet Embassy. 
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and agricultural capital, with consequent sharp declines in produc- 
tion. But a revival followed after 1945, when sights were set for 
output levels exceeding any achieved before. 

A number of obstacles make it difficult to present a satisfactory 
statistical picture of the development of Soviet national income, 
industrial production, and farm output since 1917. Data for some 
years have never been officially published, while for other years 
they have only been implied. More serious even, the available 
Soviet indexes are highly suspect as tending to exaggerate the pace 
of Soviet economic growth. The technical reasons for these sus- 
picions are discussed later in this chapter. With these cautions in 
mind, we shall look first at the official picture of over-all Soviet 
economic development, and then at the results reached by some 
non-Soviet scholars who have attempted independent evaluations of 
Soviet economic growth. The data in Table 8 give what is essentially 


Taske 8. National Income, Gross Industria! Output, and Gross Farm Output of 
the USSR for Selected Years, Based on Soviet Data. 


Gross Gross Gross Gross 
National Output of Farm National Output of Farm 
Year Income* Industry Output | Income" Industry Output 
BILLIONS OF RUBLES Í PER CENT OF 1913 
21.0 16.2 12.6 100 100 100 
8.0 t i 38.1 t t 
21.7 16.08 1 103.3 98.8 H 
28.9 25.7 14.7 137.6 158.6 116.7 
45.5 43.3 13.1 216.6 267.3 104.0 
96.3 95.5 20.1 458.5 589.5 159.6 
128.3 188.5 93.9 611.0 854.9 184.1 
t 103.0 i H 635.8 1 
t1 127.5 f t 787.0 1 
t 105.5 $ 1 648.1 t 
211.1 239.6 26.4 1,005.1 1,479.0 210.0 
260.6 310.6 25.5 1,241.0 1,917.8 203.9 
281.4 347.9 t 1,340.0 9,143.2 i 
1955 goal** . 387.8 407.3 1 1,608.6 2,514.2 t 


* National! income is a net output concept and is therefore not the sum of the gross 
output of various branches of the economy. 

f These data are in terms of “constant” 1926-27 prices through 1950 and thereafter 
are calculated from percentages as though the use of these "constant" prices had been 
retained. See text for fuller discussion. 

Data unavailable. 

5 1926-21. 

c ** Based on directives adopted in October 1952 at Nineteenth Communist Party 
ongress. 

Sources: Data taken from or calculated on basis of Soviet statistical handbooks pub- 

lished In the 1930's; writings and speeches of N. A. Voznesensky, G. M. Malenkov, and 

N. S. Khrushchev; and various postwar official Soviet government statements. 
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the official picture of Soviet economic development, using figures 
actually published by the Soviet government or implied in official 
statements. 

The official data in the table above indicate that, up to about 
1926, the Soviet Union was engaged in recovering from and restor- 
ing the damage and production loss caused by World War I and the. 
following Civil War. These conflicts had reduced national income 
to 38 per cent of 1913, agricultural output to probably about half the 
prewar level, and industrial output to 20 per cent or less of 1918 
figures. Between 1926 and 1940, the official data above indicate, 
national income increased about sixfold, largely the result of an 
almost ninefold rise in industrial output. Agricultural output in 
1940 apparently had increased less than twofold over the level of 
1918. Moreover, it had actually decreased significantly during the 
early 1930's as the result of peasant resistance to collectivization, 
drought, and related factors. In the first year or two of World War 
II, Soviet industrial production dropped 25 per cent or more, while 
agricultural production probably dropped much more sharply since 
much of the country's most productive farm area was lost to the 
enemy. By 1945, industrial output had regained part of the lost 
ground, as had agricultural output. The first full postwar year, 1946, 
saw a significant decline in non-agricultural output as the result of 
partial reconversion from military to civilian output. In 1946, how- 
ever, agriculture suffered a serious drought which set back its re- 
covery markedly. Thereafter official reports indicated that both in- 
dustrial and agricultural production climbed. By 1958, there could be 
no doubt, Soviet industrial production and capacity were at record 
levels far above the highest marks achieved before World War II. 
Agriculture's postwar progress, though far from negligible, was 
much slower, and total Soviet farm output reported for 1952 was 
approximately 15 per cent less than the original production goal for 
1950 set in the Fourth Five-Year Plan. 

More generally, the data above show clearly the great discrep- 
ancy between the growth of agricultural production and of indus- 
788 The statements on industrial and agricultural production are based on The 
Soviet Union, pp. 69, 76. Washington: Soviet Union Information Bureau, 1929. 

59 The Soviet definition of national income, it should be borne in mind, in- 
cludes primarily only material production, excluding many services whose value 


is included in the definition of national income employed in the United States 
and other Western countries. 
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trial production under the Soviet regime. Taking the official figures 
at face value for the moment, these show that between 1913 and 
1952 gross industrial production increased almost twenty times 
while farm output barely doubled. Though both of these Soviet 
indicators probably require extensive revision downward, the over- 
all discrepancy they indicate is clearly a basic fact of Soviet eco- 
nomic development. The difficulties caused by this discrepancy were 
confessed openly for the first time only after Stalin's death, in the 
major policy speeches of Malenkov and Khrushchev during the 
summer of 1953, speeches followed by the announcement of major 
programs aimed at improving the situation of agricultural pro- 
duction. 

Even within the area of industrial production, the advance made 
has not been an even one. On the contrary, the pattern of develop- 
ment during the late 1920's, the 1930's, and World War II was one 
of most rapid expansion for capital goods of all kinds, machines, 
transport equipment, industrial raw materials, and the like. But 
output of consumer goods, even as reflected in official data, has 
lagged behind. This is the essence of what Stalin has called the 
Communist Party's industrialization policy. As he said in his 
speech of February 9, 1946: 

The Party knew that a war was looming, that the country could not 
be defended without heavy industry, that the development of heavy 
industry must be undertaken as soon as possible, that to be behind 
with this would mean to lose out. . . . Accordingly the Communist 


Party of our country . . . began the work of industrializing the coun- 
try by developing heavy industry. 


Deficiencies of Soviet Statistics 


Up to this point our discussion of Soviet production growth has 
been in terms of the official Soviet statistics. As indicated above, 
there are grave doubts about the accuracy with which these data 
represent the actual course of development. There is no doubt that 
Soviet industrial production has grown far beyond that of Czarist 
Russia. But the rate of growth shown by the Soviet data, and 
consequently the aggregate magnitude of the country's total output, 
scem patently exaggerated. There have been grave technical defects 
in the construction of the production indexes, and these data have 
often been published with a view to exploiting their propaganda 
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value. The Soviet index of total agricultural production also seems 
open to the same objections, even though the rate of growth it 
shows is much more modest than in the case of industrial produc- 
tion. In addition, it must be remembered, Soviet farm production 
data in the postwar period have included the output of annexed 
areas, such as Eastern Poland and the Baltic States, so that these 
figures are not strictly comparable with the earlier statistics for the 
more limited territory of the country before 1939. 

Gross industrial production data for the Soviet Union now avail- 
able are nominally based on the joining of two indexes. Up to and 
through 1950, they are calculated in terms of so-called "constant 
1926-27 prices." For the years thereafter they are supposedly based 
on constant wholesale prices of January 1, 1952. It should be noted 
that no absolute figures in terms of the latter prices have been 
published, only percentage data. In the table above, an attempt has 
been made to overcome this difficulty by applying the percentage 
growth claimed for the years after 1950 to the earlier data expressed 
in terms of 1926-27 prices. This linkage of the two indexes is 
similar to the practice used by Soviet statisticians in computing 
percentage growth of industrial output between years up to 1950 
and years thereafter. 

Official Soviet data give an illuminating summary of the lopsided 
development of Soviet industrial production, with output of means 
of production, including armaments, far outstripping that of con- 
sumer goods. The output of means of production grew from 8.5 
billion rubles in 1928 to 84.8 billion in 1940, a tenfold increase, and 
to over 240 billion rubles in 1958, a thirtyfold rise in a quarter of a 
century. Consumer goods production, on the other hand, rose from 
12.9 billion rubles in 1928 to 53.7 billion rubles in 1940, or only 
about four times, and to about 100 billion rubles in 1953, an eight- 
fold gain in twenty-five years. Though these data, which are in 
terms of "constant" 1926-27 prices or their equivalent, are subject 
to much question, the over-all differential rates of production they 
portray constitute one of the basic features of the pattern of Soviet 
economic growth. 

The discrepancy may also be indicated in another fashion. In 
1928, Soviet data claim, means of production constituted 46.2 per 
cent of industrial production and consumer goods 58.8 per cent. 
In 1958, G. M. Malenkov revealed, means of production were 
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planned to constitute about 70 per cent of industrial output and 
consumer goods only about 30 per cent. In some years of World 
War II, consumer goods accounted for only 20 per cent of Soviet 
industrial production. 

This sort of unequal development, both as between agriculture 
and industry and as between heavy industry and light (consumer 
goods) industry, was made possible by government policy which 
allocated resources primarily to the favored branches of the econ- 
omy. Of all government investments for capital construction and 
plant in the Soviet economy between 1929 and 1952, measured in 
current prices, about 64 per cent or 638 billion rubles, went to 
heavy industry; about 20 per cent or 193 billion rubles went to 
transport; about 7 per cent or 72 billion rubles went to light 
industry; and about 9 per cent, or 94 billion rubles, went to agri- 
culture. With this pattern of investment, a pattern repeated also 
in other areas of resource allocation, there need be no wonder that 
Soviet military-economic strength increased so rapidly from 1928 
to 1953 while Soviet consumers received relatively little benefit 
from the over-all progress of the economy. 

Too little has been published by the Soviet Union about the index 
based on 1952 prices to permit intelligent evaluation of its adequacy 
or inadequacy. Even if this new index is a satisfactory one, how- 
ever, the failure to recalculate earlier production data—for 1950 
and before—in terms of these new prices, means that the exaggera- 
tion caused by the defective 1926-27 price technique has been 
"frozen into" the system of Soviet historical statistics. This exag- 
geration must be understood for accurate use of Soviet aggregative 
statistics. 

The basic technical factor resulting in the exaggeration of the 
growth of the physical volume of production in the official Soviet 
data arose from the rapid development of the Soviet ecorromy after 
1926-27, the year whose prices were nominally taken as constant 
weights in measuring production. Already by 1930, and in much 
greater degree thereafter, the USSR was producing many products 
never before made in the country, as well as improvements and new 

80 The above discussion is based largely on data from N. A. Voznesensky's 
book, The Economy of the USSR During World War II and on G. M. Malen- 


kov's speech of August 8, 1953. Cf. also Planovoye Khozyaistvo, No. 4 (1946), 
p. 4. 
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models of goods made in 1926-27 or earlier. In measuring produc- 
tion as a whole, prices had to be assigned for valuing these new 
products, improvements, and new models, since they had not been 
produced in the USSR in 1926-27. Very often these new items were 
valued at the price they sold for in the first year of their large- 
scale output, 1930, or 1932, or other years, Because of Soviet price 
inflation after 1926-27, fixed quantities of labor and other economic 
resources usually cost much more in the 1930's and after than they 
had in 1926-27. New goods, valued at later prices in measuring 
industrial production, received a much higher weight than if the 
labor and raw materials used to make them had been obtained in 
1926-27. Thus the more new products turned out in the USSR 
and the farther the Soviet economy progressed from the base year, 
1926-27, the greater was the inflationary bias imparted to the 
official index for measuring the physical volume of production. 
After 1935, some effort was made to curb this source of statistical 
inflation, but the available evidence suggests that the attempt was 
inadequate, so that the whole system of 1926-27 prices had eventu- 
ally to be scrapped after 1950. As early as the middle and late 
1930’s, Soviet economists had understood the deficiencies of the 
valuation of industrial output in terms of 1926-27 prices and had 
written publicly about the need for a more accurate technique 
of measurement. Presumably these protests went unheeded because 
of the valuable propaganda material provided by the inflationary 
bias these prices introduced into the statistics of industrial 
production. 

With regard to consumer goods, an additional influence toward 
exaggeration arises from the fact that the output of small, private 
production was inadequately measured in the 1920's and earlier. It 
was extremely difficult to count and evaluate the output of many 
small producers scattered over the country. In the late 1920's these 
producers had great incentive to hide the volume of their output 
from government statistics gatherers. Thus in discussing a Soviet 
census of small business in late 1929, a Soviet statistical source 
speaks of the "tendency of private producers to hide the actual 
volume of their production. . . ." 5 As a result it seems clear that 
part of the increase in consumer-goods production recorded in 


61 Narodnoye Khozyaistvo SSSR Statistichesky Spravochnik 1982, p. 647. 
Moscow-Leningrad: 1932. 
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statistics for the 1930’s was not a real increase. It reflected mainly 
the growth of output in large government factories and state- 
sponsored cooperatives, while neglecting to take account of the 
counter-balancing decline in production of consumer goods caused 
by the extinction of many small individual producers or groups of 
producers who had formerly turned out a very large fraction of 
this production. Furthermore, the quality of much factory-made 
Soviet consumer goods has been very poor, yet it is dubious that 
anything like adequate allowance has been made for this fact in 
official calculations. Finally, with the increased urbanization of the 
Soviet population, there has been a significant shift of production 
from the home to the factory. Whereas a peasant family normally 
bakes its own bread and makes its own clothing, a city family 
usually expects to buy these and other goods ready-made in bakeries 
and other workshops. But whereas bread baked or clothes made 
in the home do not enter statistical records of production, the same 
goods made commercially outside the home do. The very process 
of urbanization results in an apparent rise in consumer-goods output 
though there has been no real increase, only a transfer in function. 
For these and other reasons, the fivefold rise in consumer-goods 
output by 1940 shown in official Soviet statistics is a very misleading 
clue as to actual changes in the standard of living in the USSR, 
which was probably little if any improved over that of the late 
1920's. 

Measures of agricultural production have been artificially inflated 
by shifting the accounting of crop output from a net basis, that is, 
omitting losses in harvest and transport, to a gross basis, where such 
losses—which are quite significant in the USSR—are counted in crop 
production as though they were available for consumption of any 
kind. After mid-1953, however, there may have been a return to 
a net crop basis. 

Against this background, it can be seen that the introduction of 


62 For further discussion of problems connected with Soviet production 
statistics, see Harry Schwartz, “On the Use of Soviet Statistics,” Journal of 
the American Statistical Association, September 1947; Alexander Gerschenkron, 
“The Soviet Indices of Industrial Production,” Review of Economic Statistics, 
November 1947; Naum Jasny, “Intricacies of Russian National Income Indexes,” 
Journal of Political Economy, August 1947. For a contrary point of view, see 
Maurice Dobb, “A Comment on Soviet Statistics,” Review of Economics and 
Statistics, February 1948, pp. 34-38. 
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the new index based on 1952 prices may well be an important 
advance, assuming that this index is properly constructed, a point 
on which we cannot be certain. Over time, of course, this method 
of calculation will also tend to become defective because of the 
introduction of new commodities after January 1, 1952. There is 
some suggestion in Soviet sources of an intention to meet this prob- 
lem in the future by changing the price system every five years 
or so.53 

The introduction of this new index does not however, eliminate 
by itself the other difficulties related above: the continuance of the 
biased index calculated for the years before 1951 as the base for 
comparisons with later years; the inflation of the consumer goods 
production index because of incomplete coverage in the earlier 
years; the exaggeration of the agricultural output index because of 
the use of the "harvest in the field" concept without allowance for 
losses, though on this latter point the critical remarks made by 
Premier Malenkov in August 1953 suggest that there may be some 
change toward a more realistic basis of agricultural accounting. 
Finally, however, we still have no assurance that the Soviet price 
system as of January 1, 1952, the basis of the new index, represents 
an economically valid price system, one which actually reflects the 
true supply, demand, and cost conditions at that time. 

The remarks above about the deficiencies of the 1926-27 prices 
in the calculation of industrial output apply also to the use of these 
prices for national income data. The Soviet index of national income 
has also been shifted to a 1952 price basis since 1950, apparently at 
the same time and in the same fashion as the industrial output 
index. 


Other Approaches to the Problem 


The deficiencies of the Soviet data, as described above, have 
induced various non-Soviet scholars to attempt independently the 
construction of production indexes which would be free of the 
difficulties in the official statistics. A wide variety of techniques has 


93 The first description of the index based on 1952 prices was given in G. 
Drampyan and N. Fedotov, "O Planirovanii Valovoi Produktsii Promyshlennosti 
v Sopostavimykh Tsenakh," Planovoye Khozyaistvo, No. 1 (1952), pp. 75-79. 
A translation appeared in The Current Digest of the Soviet Press April 12, 1952, 
Hp T Other material on this subject appeared in Vestnik Statistiki, No. 2 

52). 
94 A. I. Petrov, ed., Kurs Ekonomicheskoi Statistiki, p. 435. Moscow: 1952. 
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been used by these scholars, among whom Colin Clark, Julius Wyler, 
Paul A. Baran, Naum Jasny, Abram Bergson, Alexander Gerschen- 
kron, and Donald R. Hodgman have been pioneers.™ 

Some writers have attempted to measure Soviet national income 
or industrial production in terms of the prices of another country, 
the United States for example. A second group has attempted to 
calculate such figures in terms of current Soviet ruble prices for 
different years—rather than any one set of "constant" prices—with 
the eventual hope that, after the development of a satisfactory 
Soviet price index, the data for different years in terms of rubles of 
different purchasing power may be deflated so as to eliminate the 
impact of price changes and produce a series actually measuring 
the physical growth of production or national income. Other mis- 
cellaneous techniques have been tried as well. Space limitations 
make it impossible to review all these attempts here, so what 
follows will be a brief illustrative sampling of some of the methods 
employed. 

Prof. Abram Bergson and his colleagues have attempted to 
measure Soviet Gross National Product for a number of different 
years in ruble prices of each year. Their results have been adjusted 
in an effort to remove the distorting influence of certain features of 
the Soviet price system, but these results have not been reduced to 
rubles of uniform purchasing power. These results, in billions of 
“adjusted rubles,” are as follows for four years: 


LOST E an ug 223.9 
pru 366.1 
ie RENNERI TEETE nnn 408.5 
1948..... enne nnn 616.7 


The approximate tripling of gross national product shown above 
reflects the inflation of Soviet prices over this period as well as the 
undoubted growth of production. The price indexes needed to 
deflate these data are unavailable at this writing. 


65 For historical material on these efforts cf. Abram Bergson, Soviet National 
Income and Product in 1937, pp. 2-11. New York: Columbia University Press, 
1953. Naum Jasny, The Soviet Economy During the Plan Era, pp. 7-9. Stan- 
ford: Stanford University Press, 1951. Alexander Gershenkron, A Dollar Index 
of Soviet Machinery Output, 1927-28 to 1937, pp. 7-10. Santa Monica: The 
RAND Corporation, 1951. 

96 Abram Bergson and Hans Heymann, Jr, Soviet National Income and 
Product 1910—18, p. 70. New York: Columbia University Press, 1954. 
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Prof. Donald R. Hodgman has constructed a Soviet industríal pro- 
duction index for 1927-28 to 1950 in which the relative importance 
of the different components “is measured by the net value-added 
per unit of product” in 1984. He approximates the value-added 
weights for the commodities involved on the basis of Soviet wages 
and salary for different branches of industry. Though this raises 
important questions of concept and methodology, it is interesting to 
compare Hodgman's index with the official picture of the growth of 
Soviet gross industrial output as below: ° 


Year Hodgman's Index Official Index 
1927-28 = 100 
100 100 
172 234 
871 551 
430 768 
304 582 
646 1832 


It is worthy of note that where the official index claims industrial 
production grew more than 18 times between 1927-28 and 1950, 
Prof. Hodgman's calculations suggest a growth of only about 6.5 
times. Put another way, over this entire period the official index 
implies an average annual percentage growth of 12.5 per cent, 
where Prof. Hodgman's results suggest a growth of only 8.9 per cent 
annually on the average. Even the latter, of course, is a very rapid 
rate of development, but the difference is highly significant, not 
least for efforts to project the speed of future Soviet industrial 
expansion. 

Similar confirmation of the belief that official Soviet aggregative 
data exaggerate the speed of industrial output growth is given by 
Prof. Gerschenkron's construction of a Soviet machinery index, in 
terms of United States 1939 dollar prices, for the years from 1927-28 
to 1937. Taking 1927-28 as 100, the Soviet machinery production 
index indicates that output in 1937 should be represented by an 
index number of 1,415. Prof. Gerschenkron's index suggests instead 
that the appropriate 1937 index on the same base should be only 
525, a far more modest estimate of growth.*$ Machinery production, 

87 A summary description af his techniques and results is given by Hodgman 
in his article, "Industrial Production," included in Abram Bergson, ed., Soviet 


Economic Growth, pp. 225-44. Evanston: Row, Peterson, 1953. 
98 Gerschenkron, op. cit., p. 29. 
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of course, is one of the main areas of the Soviet economy in which 
the introduction of new items after the mid-1920's resulted in dis- 
tortion and exaggeration of the official index based on "constant 
1926-27 prices." 


The Sources of Soviet Economic Expansion 


The economic expansion and development achieved by the USSR 
since 1928 was made possible by the creative drive and organizing 
power contributed by the communist leadership. Capital invest- 
ment of the sort that took place on such a large scale during this 
period consists essentially of the application of labor and other 
resources for purposes that are not immediately productive of goods 
for consumption. Even when one builds a shoe factory, for example, 
one does not obtain any shoes from it during the period of construc- 
tion. In the case of the Soviet Union, of course, it was not primarily 
shoe factories that were being built, but rather installations for in- 
creasing the "roundaboutness" of production. In oversimplified fash- 
ion one might say that steel mills were constructed to provide the 
steel to make machine tools that would be used to make tractors that 
would finally be applied in agriculture to increase food output; or 
machine tools to make weapons for the armed forces. 

In any economy where all resources are being fully employed at 
a given time, an increased rate of capital investment requires diver- 
sion of resources from output of current consumption goods and 
services and thus must lead at least for a time to reduced consump- 
tion.? The case is different in an economy where large quantities 
of labor, factories, machinery, raw materials, and other resources 
are unemployed or only partially employed. These can be applied 
to capital investment purposes without reducing the previous total 
of goods and services being made available for consumption. When 
the five-year plans were begun in 1928, there were significant re- 
serves of unemployed or only partially employed resources, par- 
ticularly in agriculture. Some additional capital investment could 
therefore have been obtained without extracting significant sacri- 
fices from the population's consumption. But the volume and the 
tempo of the capital investment program desired by the First Five- 


5? Assuming, for simplicity's sake, that there are no reserves to cushion the 
shock of resource diversion. 
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Year Plan and its successors were so great that they more than took 
up the slack in the economy provided by available unemployed 
resources. They required in addition significant diversion of em- 
ployed resources from production of consumer goods and services, 
with consequent sacrifices imposed upon the population. Thus 
private trade and private industrial production were wiped out 
during the First Five-Year Plan. During the same period, too, large 
quantities of grain were exported abroad to pay for new machinery 
and technical aid, though food was rationed in the cities and famine 
stalked the Ukraine and adjoining areas. The fact that there were 
great losses of agricultural capital, particularly livestock, during 
this period as the result of the struggle over collectivization added 
to the deprivations suffered. 

To the extent that resources needed for capital investment can 
be obtained from abroad in the form of loans or other aid, the 
immediate domestic diversion of resources for a given volume of 
investment can be lessened. But, as we shall see below, such ex- 
ternal aid played only a minor role in Soviet economic development 
before World War II. 

In the paragraphs below we shall consider in turn the sources of 
capital, labor, technical knowledge, and raw materials employed by 
the USSR in its rapid industrialization after 1928. 

Capital. Almost all the capital expended for Soviet economic de- 
velopment has been obtained internally, that is, by restricting the 
consumption of the Soviet people below what it might have been 
and devoting an extraordinarily large percentage of their national 
income for investment purposes, such as building new factories, 
new railroad lines, and the like. Since the peasantry has been the 
dominant group in the Soviet population until comparatively re- 
cently, this element has borne the brunt of the burden. Once the 
farms had been collectivized, the government was able each year to 
get a large fraction of the agricultural produce, particularly grain, 
at very low prices. This was then resold, in original or processed 
form, at much higher prices. Putting the matter more generally, 
the Soviet government during most of its existence has imposed 
very high rates of taxation on foods and consumer goods, thus 
obtaining a large amount of income that it could and did convert 
into investment funds for use throughout the economy. This so- 
called turnover tax—similar to our sales and excise taxes—also cut 
down the consumption of the urban population by forcing its mem- 
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of this t this s in the pric prices of gar they | bought. From 1931 to 1940 
this source accounted for between half and two-thirds of all Soviet 
government income annually. 1° The Soviet government also levies 
income and other taxes on the population and sells billions of rubles 
worth of bonds annually, all providing it with additional funds that 
can be and are used for capital investment and other purposes. 

In such years as 1933, over 60 per cent of Soviet government ex- 
penditures went for the financing of the national economy.” Of 
course, as the national income increased following earlier heavy 
state investment, it became possible to loosen somewhat the restric- 
tions upon consumption while still diverting huge sums for capital 
expansion. Thus, while strict rationing had to be resorted to in the 
early 1930's to supplement fiscal devices used to reduce consump- 
tion, this rationing was ended in the middle 1930's and not resumed 
till the invasion of the USSR in 1941. In the late 1930's increasing 
military expenditures were added to the desire for further invest- 
ment as motivations for restraining the population's consumption 
and the growth of its standard of living. Military requirements were 
dominant, of course, during World War II and continued to be a 
very significant drain upon the national income after 1945, as the 
result of the tense international situation. 

Before 1941, Soviet acquisitions of capital from abroad were 
relatively minor. During the 1920’s the USSR did permit foreigners 
to obtain concessions to operate mining, manufacturing, trading, and 
other enterprises; and as of June 1, 1928, over 97 foreign concessions 
were in operation. About $30,000,000 was invested in 39 concessions 
operating in July 1927; *? this sum was estimated to be less than one 
per cent of all the capital invested in the USSR. As late as 1929 the 
Chief Concessions Committee of the USSR was seeking to interest 
foreign investors in building such important projects as the Magnito- 
gorsk and Taganrog metallurgical works.'? But foreign capitalists 

70 Baykov, op. cit., p. 397. 

71 Ibid. 

72 The Soviet Union, pp. 170-71. 

73 Cf. the references to the publications listed in Harry Schwartz, The Soviet 
Economy: A Selected Bibliography of Materials in English, p. 38. Syracuse: 
Syracuse University Press, 1949. The Soviet Union, issued in 1929, lists over 150 
concession possibilities drawn up by the State Planning Commission to fit in with 
the first Five-Year Plan. As late as September 1928 the Soviet goverument 


announced a policy of extending and liberalizing the conditions on which con- 
cessions were granted. Cf. ibid., pp. 173-74. 
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could hardly be expected to be enthusiastic about investing their 
money in the economic development of the USSR, a country whose 
leaders made no secret of their opposition to world capitalism. 
It is not surprising that no really significant influx of foreign capital 
voluntarily reached the Soviet Union. By about 1930 the Soviet 
government had decided to accept the hardships of financing its 
capital expansion from domestic sources, except to the extent it 
could get credits abroad for the purchases of various products it 
required. In 1931 it owed about $1,400,000,000 to foreign govern- 
ments and exporters for goods bought, but by April 1938 these debts 
had been wiped out." 

When the Soviet government annexed Eastern Poland, the Baltic 
States, and other areas during 1939-40, it took over the capital and 
other resources of these areas. When Soviet troops occupied Eastern 
Europe, Eastern Germany, Eastern Austria, Manchuria, and North- 
ern Korea at the end of World War II, they seized large quantities 
of machinery, livestock, and other capital, which were moved to 
the USSR on the ground that they were war booty, reparations, and 
property stolen from the USSR. These capital acquisitions have 
undoubtedly facilitated the rebuilding: ofthe war-devastated areas of 
the country. During World War II the USSR received machinery, 
equipment, and other capital goods from the ‘United States, Great 
Britain, and France, under the Lend-Lease and Mutual Aid Pro- 
grams. These acquisitions of capital from abroad during the past 
15 years far exceed the value of foreign investments in the USSR 
during the 1990's. 

Labor. The rapid expansion of production, particularly. industrial 
production, during most of the period of Soviet rule would have 
been impossible without drastic changes in the size and distribution 
of its working population. In part the increased number of workers 
required came from the rise in population. Thus the 1996 census 
recorded about 147,000,000 individuals in the USSR; the census of 
January 1939 found almost 170,500,000 living within the same 
boundaries. The areas annexed by the Soviet Union during 1939-40 
are estimated to have had about 22,000,000 inhabitants, so that by 
1940 approximately 193,000,000 persons lived under Soviet rule, a 
rise of more than 30 per cent as compared with 1926. From the point 


74 M. V. Condoide, Russian-American Trade, p. 63. Columbus: Ohio State 
University, 1946. 
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of view of recruitment of industrial labor, the most. important 
phenomenon has been the shift of millions of persons from. agri- 
cultural to nonagricultural employment to provide labor. for. the 
rapidly growing number of factories, mines, transport lines, con- 
struction projects, and government agencies. Such a shift of labor, 
without perilous reduction of agricultural production, was possible 
because of the rapid rate of increase of farm population before 
World War II, because much of the farm population had previously 
been far from fully employed, and because collectivization and 
mechanization of Soviet agriculture in the 1930's helped further re- 
duce farm labor requirements. 

The restoration of the labor force for large industry is indicated by 
data for so-called census industry. This branch of production had 
employed 2,885,000 workers in 1913 but was down to 1,602,000 by 
the beginning of 1922, when some degree of stability bad been re- 
gained. By 1928 census industry exceeded the 1913 mark and em- 
ployed almost 3,100,000 workers." A more general indicator of the 
early growth of the nonagricultural labor force is provided by data . 
showing that the number of persons employed outside agriculture 
increased from 5,843,000 in 1923-24 to 9,545,000 in 1998.79 

It was after 1928 that the great expansion of the nonagricultural 
labor force occurred, as the tremendous construction and production 
activity of the five-year plans pushed ahead. By 1988 the number 
of workers and employees in the national economy — a term roughly 
equivalent to the number of persons employed outside of agri- 
culture — had increased to 27,800,000, almost three times the ap- 
proximately corresponding figure for 1928.77 By 1940, after the 
annexation of Eastern Poland, the Baltic States, and parts of 
Rumania, the number of workers and employees in the Soviet 
national economy reached 31,200,000. This number. fell sharply 
during the first years of World War II, to 19,800,000 in 1943, re- 

76 Narodnoye Khozyaistvo, SSSR, pp. 112, 118, 410, 411. 

76 Thid., p. 411. 

77 Figure cited by Abram Bergson, “A Problem in Soviet Statistics," Review of 
Economic Statistics, November 1947, p. 236. The term workers and employees 
in the national economy includes also government employees in agriculture, 
such as those on state farms, but these are believed to have been less than 10 
per cent of the total. Cf. the discussion in Harry Schwartz, "A Critique of 'Ap- 
praisals of Russian Economic Statistics, " Review of Economics and Statistics, 


February 1948, p. 40. Since the expansion of M.T.S. staff in late 1953, the 
percentage is somewhat larger. 
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covering in 1945 to 27,900,000 and to the new high of 33,400,000 in 
1948.78 By the end of 1958, the total had reached 44,800,000 
workers and employees. 

Technology. As had been done so often before in earlier Russian 
history, the leaders of the Soviet Union turned to the West for many 
of the technically trained personnel and much of the advanced 
machinery they required in the vital first stages of their economic 
development program. During most of the 1920's and 1930's, large 
numbers of American, British, French, German, and other foreign 
technicians were brought to the USSR to superintend the con- 
struction of new plants, mines, and dams, or the introduction of 
new production processes, as well as to teach Russians their technical 
skills. The great Dnepr River hydroelectric system, for example, 
was built under the supervision of the American engineer Hugh 
Cooper, and received its original basic equipment from the General 
Electric Company's plants in Schenectady, N. Y., and elsewhere. 
Such examples could be multiplied?? A significant number of 
. Russians were sent abroad, as in the time of Peter the Great, to 
study in foreign schools and to work in foreign factories and other 
enterprises where they could learn the advanced technology of the 
West. Many of the Soviet Union's major new plants erected in the 
late 1920's and early 1930's were equipped with foreign-made ma- 
chinery, for in many cases such equipment had never been made in 
the USSR before. Russia’s agriculture, threatened with a catastrophic 
shortage of draft power when peasants slaughtered their horses and 
cattle in the period of forced collectivization, was substantially aided 
by imports of tens of thousands of tractors during 1929-31, before 
Soviet tractor plants had come into full operation. It seems correct 
to say that every or almost every major branch of the Soviet pro- 
ductive system received substantial technical aid from abroad and 
had much of its rapidly expanding corps of native engineers and 
technicians of all kinds trained directly or indirectly by foreigners. 

The above should not be interpreted to mean that the Soviet 
Union could not have forged ahead economically without this help 
from abroad. Even in 1928 the USSR had a significant corps of 


78 Harry Schwartz, “Soviet Labor Policy 1945-1949,” The Annals of the 
American Academy of Political and Social Science, May 1949, p. 75. 

79 Much valuable material on the American contribution to the Soviet Union’s 
technical progress is provided in Hans Heymann, We Can Do Business With 
Russia, passim. Chicago: Ziff Davis, 1945. 


SOVIET ECONOMIC DEVELOPMENT 148 


technically competent personnel of all kinds; and if the need had 
arisen, these might have struggled alone with the tasks set by the 
central government, and perhaps eventually fulfilled them. But the 
progress achieved under such conditions could not have been nearly 
so rapid as that actually attained. 

Since the late 1930's the USSR has employed relatively few foreign 
technicians, except for Germans brought eastward after World 
War II. In part this has been the result of the fact that those who 
worked in the USSR earlier did their work well and trained a 
tremendously enlarged army of Soviet citizens who could take over 
their tasks. Also, the beginnings had been well made in most areas 
where the USSR had originally been backward. In part, however, 
the cutting of direct ties with Western specialists resulted from the 
politica] tension and international distrust that affected all areas of 
Soviet policy after the purge trials of the late 1930's in which many 
of the outstanding Soviet political and military figures. were con- 
demned as foreign agents. In the postwar period, the role of 
foreigners in stimulating the growth of the Soviet economy before 
World War II has been systematically ignored, while the virtues and 
preéminence of Soviet science and technology are boasted about at 
all opportunities. Nevertheless the Soviet Union still keeps sharp 
watch upon the advances in technology in other countries so that 
it may appropriate them, as well as the advances made by its own 
citizens, for its future economic growth. 

Raw Materials. In an earlier chapter, we have noted the great 
natural wealth of the USSR, and particularly its large-scale resources 
of most major industrial raw materials. Much of the present knowl- 
edge of this wealth has been obtained in detail only during the 
Soviet era, during which large numbers of geologists, prospectors, 
and related personnel have been sent forth to find all possible 
deposits of useful metals and minerals. As we shall see in more 
detail later, where the USSR did not have needed raw materials in 
adequate quantity, vigorous steps were taken to remedy the situa- 
tion so far as possible. Long before the United States undertook its 
wartime synthetic rubber production program, the USSR had gone 
in for such production, as well as for the growing of rubber-bearing 
plants such as kok-sagyz in order to make up for the deficiency of 
rubber trees in the USSR. Raw cotton, long one of the major im- 
ported raw materials of the Soviet and Russian economies, is now 
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for the most part obtained from domestic production, as the result of 
sharply expanded plantings of this crop in Central Asia and else- 
where. 

The examples cited above illustrate one of the most important 
aspects of Soviet economic policy both before and after World War 
Ir- the effort to obtain maximum self-sufficiency. This attitude, of 
course, was born as the result of the Soviet preoccupation with what 
they regarded as the certainty of future war, one that they have 
felt might see the entire noncommunist world arrayed against them. 
Under these circumstances shortages of key raw materials could 
lead to the same fatal consequences as technological backwardness 
or inadequate industry. Spurred on by this motivation, the Soviet 
leaders have been willing to bear the higher costs of producing at 
home commodities that could be bought more cheaply abroad. 


The Making of Major Decisions in Economic Policy 


At the beginning of this chapter, it was pointed out that supreme 
power in the field of economic policy —as in all areas of Soviet 
policy—is today in the hands of Premier Malenkov and his Presidium 
colleagues. It is they who make the fundamental decisions regarding 
the direction and tempo of Soviet economic development. What- 
ever disagreements and debates may take place among them are 
carefully kept from the outside world, which is presented merely 
with the decisions reached, decisions from which no dissent is per- 
mitted. Since the later 1920's, therefore, we know little of the 
actual course of argument behind the making of economic policy, 
though we know the broad factors — such as the fear of war — that 
must have been vital determinants. Before Stalin died, much 
economic policy was baldly presented to the world as wholly the 
result of Stalin's inspiration and suggestion, with little or no credit 
to others. 

Matters were not so, however, in the first decade of the Soviet 
regime. Debate was vigorous, and opinion varied publicly among 
Soviet leaders in those early years. Their disputes were conducted 
in public congresses and by means of polemics in the press and in 
pamphlets or books. At various times in those early years, the 
"Right" faction lead by Bukharin and others urged that the solution 
of the Soviet government's economic problems be sought by means 
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of greater concessions to the wealthy peasantry to induce them to 
increase their production and make it available to the government 
voluntarily, even if such concessions slowed down the pace of in- 
dustrialization. A "Left" faction headed by Trotsky argued that the 
concessions made to the kulaks and the peasantry in general were 
already excessive and should be revoked, urging in the mid-1920's 
that an intensive program of rapid industrialization be undertaken, 
the means to be procured through exploitation of the peasantry. 
These debates were only in part arguments about economic policy, 
for paralleling them were titanic struggles for the leadership of 
the Communist Party after Lenin's death. Stalin, who won this 
bitter contest and became the unchallenged ruler of the Soviet 
Union, headed a faction whose policy fluctuated between the 
"Right" and "Left" extremes, and he himself conducted notable 
polemics against Trotsky, Bukharin, and other oustanding pro- 
ponents of divergent economic and political policies. Once Stalin 
had achieved a clear-cut victory over his opponents, the five-year 
plans were carried out in a way resembling the policy sought by 
Trotsky and his supporters several years earlier. Maurice Dobb, 
the noted English student of the Soviet economy, who is an admirer 
of Stalin, argues that while Trotsky's policy was wrong in 1925 when 
he fought for it, it was correct under the different conditions of 
1928 when Stalin began putting it into effect.® 

But these open debates belong to the historical record only, so 
far as our public knowledge goes. For the past two decades Soviet 
economic policy has been decided in secret and then approved in 
public after only the most cursory and superficial semblance of 
debate, so far as essentials are concerned. But it would seem con- 
trary to human experience to assume that such debates no longer 
go on, even if only within the inner circle. 


89 Maurice Dobb, op. cit., pp. 206-7. A summary, but also somewhat partisan, 
review of these debates is given in this book, Ch. 8. Cf. also Alexander Ehrlich, 
"Preobrazhenski and the Economics of Soviet Industrialization," Quarterly 
Journal of Economics, February 1950, pp. 57-88. 


CHAPTER V 


THE NATIONAL ECONOMIC PLAN 


me 

Jag sartoNAr. Economic rran is the central coordinat- 
ing mechanism of the Soviet economy. This plan outlines the tasks 
to be accomplished during the period it covers and directs the allo- 
cation of all resources toward the achievement of the assigned goals. 
On the production side, it prescribes the total national income objec- 
tive and the physical volume of production for all major commodities. 
The plan specifies the division of the national income between invest- 
ment and consumption and assigns the relative share in consumption 
to be enjoyed by each significant group of the population. The vol- 
ume and composition of both internal and foreign trade are governed 
by the plan, as are the prices of most commodities bought and sold. 
All money in circulation is taken into account in this document, 
which estimates how much of the population’s income will go for 
purchases of consumer goods, for bank savings, for buying govern- 
ment bonds, and for direct taxes. The annual government budget is 
an important component of the financial portions of the plan. In 
short, the Soviet economic plan is a gigantic, comprehensive blue- 
print that attempts to govern the economic activities and interrela- 
tions of all persons and institutions in the USSR, as well as the eco- 
nomic relations of the USSR with other countries. To the extent that 
the plan actually controls the development of events, all the manifold 
activities of the Soviet economy are coordinated as if they were parts 
of one incredibly enormous enterprise directed from the central head- 

quarters in Moscow. 
The Soviet Union uses several different types of national economic 
plans. Once these are adopted by the Communist Party's leadership 
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and the government, they have the force of law and must be carried 
out, or exceeded, except as changes in original plans are made by the 
proper authorities. The most widely publicized have been the five- 
year plans, which chart the major lines of future economic develop- 
ment for that period, and cover the entire national economy. Similar 
comprehensive plans looking fifteen years or more into the future 
are believed to have been prepared, though they have never been 
published in detail. Each year the State Planning Committee pre- 
pares an annual plan in extremely great detail to govern economic 
development during the twelve months ahead. Quarterly plans and 
monthly plans for major areas of the national economy are also pre- 
pared, based upon the annual and five-year plans covering each 
period but taking account of developments since formulation of the 
original programs. 

Besides plans for the national economy as a whole, development 
programs are drawn up for each significant sector and region of the 
USSR's productive machine. Most of these are merely part of a five- 
year or one-year plan and are prepared as part of the work on draw- 
ing up the comprehensive document. But from time to time special 
plans have been drawn up providing that extraordinary attention be 
given to some particularly important sector of the economy. Such 
special plans may cover a span of several five-year-plan periods, as in 
the case of the long-range afforestation program announced in 1948, 
or may begin in one five-year-plan era and end in the next, as in the 
case of the three-year plans for raising consumer goods and food out- 
put announced in late 1953. Such extraordinary partial plans are 
presumably woven into the fabric of annual and five-year plans for 
the national economy after their adoption. 

Despite the fact that they have the force of law, Soviet economic 
plans are.not regarded as inflexible, but rather as subiect. to. such 
change as is found necessary during the period of. their operation. 
The classic formulation of this attitude was given by Stalin: 


For us, for bolsheviks, the five-year plan is not something finished and 
given once and for all. For us the five-year plan, like any other plan, 
is only a plan accepted as a first approximation, which must be made 
more exact, changed, and completed on the basis of experience. . . . 
No economic plan can take into account all the possibilities which 
are hidden in the depths of our society and which are discovered 
only in the course of work, in the course of realizing the plan at the 
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factory, at the mill, in the collective farm, in the state farm, in the 
county, etc.! 


Stalin might have added that Soviet plans are changed to take ac- 
count of new developments in the field of foreign relations and to 
meet problems caused by unforeseen domestic events, such as the 
poor harvest of 1946. His admission that Soviet planners have neither 
perfect foresight nor perfect insight should be borne in mind in con- 
sidering the material that follows. 

Over the years since the beginning of organized planning, Soviet 
plans have become progressively more complete and detailed. The 
GOELRO plan accepted in 1920 covered only about 15 industries, 
while the First Five-Year Plan promulgated less than a decade later 
set targets for some 50 industries, as well as for agriculture and the 
major aspects of the country's financial system. The Second Five- 
Year Plan covered about 120 branches of industry and had a much 
more detailed construction program, while providing for agricultural 
development in terms of specific crops. Only rather sketchy outlines 
of the Third, Fourth, and Fifth Five-Year Plans were published, but 
it seems likely that the basic unpublished documents reflected im- 
provement over the earlier efforts. One indication of this improve- 
ment is the fact that during the last war planning authorities allo- 
cated the most important commodities directly to 120 major claim- 
ants. They prepared quarterly supply plans every three months, each 
containing over 30,000 separate planned figures.? 

Since the first beginning of Soviet planning efforts, the amount of 
information upon which the planners could draw has increased many 
times, while they have accumulated a large fund of valuable experi- 
ence. À very complete and complex statistical reporting mechanism 
has been built up that provides current data on the progress of work 
in every part of the economy, as well as basic data for further plan- 
ning Scientists and technicians of every specialty have been en- 


1 Quoted in G. Sorokin, Sotsialisticheskoye Planirovaniye Narodnogo Khoz- 
yaistva SSSR, pp. 35-36. Moscow: 1946. 

2 Ibid., pp. 38, 46, 60. 

3 Harry Schwartz, “The Organization and Operation of the Soviet Statistical 
Apparatus,” The American Statistician, April-May 1953. The Central Statistical 
Administration of the Council of Ministers is the chief statistical agency, but 
many other agencies participate as well. A Soviet source stated early in 1952 
that over 2,000,000 bookkeepers, statisticians, accountants, and economists were 
engaged in the work of providing needed data, Vestnik Statistiki, No. 2 (1952), 
p. 65. 
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listed in the work, so that the fund of specialized knowledge drawn 
upon in planning work goes far beyond the aggregate capabilities 
of the State Planning Committee's own large staff. As required, con- 
ferences of scientists, managers of enterprises, economists, engineers, 
and others are called to consider major problems of planning and 
future development. Soviet propaganda often emphasizes the par- 
ticipation of large numbers of ordinary workers and farmers in plan- 
ning activity through the so-called "counter plans," by which the 
workers in a particular enterprise have in the past vowed to exceed 
their planned assignment. It is clear, however, that since the funda- 
mental characteristic of Soviet planning is its centralized character, 
such "grass roots" planning can be suggestive at most, and by its very 
nature must operate at the fringe of the limits set down by the Mos- 
cow planners. In September 1937 the Soviet government had to go 
so far as to condemn the practice of setting up plans for individual 
enterprises that exceeded the established government assignments.* 
Individual enterprises and entire branches of industry still announce 
from time to time their determination to exceed their productive 
a:signments, but there seems little doubt that such announcements 
have at least been cleared with the planners so that they can be taken 
into account in running the entire economy. It is not at all unlikely 
that such "spontaneous" announcements reflect merely government 
decisions to raise output in these industries, their "grass roots" char- 
acter being purely nominal. 

But the quality of Soviet planning should not be overestimated. An 
adequate estimate of the efficiency of this work cannot be reached 
by non-Russians because of the secrecy surrounding detailed plan- 
ning activity and the execution of plans. In late 1940, a noted Soviet 
economist, L. Maizenberg, wrote, "We still have no current economic 
plan and the necessary guarantee of its fulfillment,” adding, “Our 
planning work to this time is still to a great extent bureaucratic- 
statistical, separated from economic practice, and it lacks concrete 
knowledge of the actual situation in the different branches of the 
economy." He referred also to "the inability in time to prevent pene- 
tration of disproportions in the development of different decisive 
branches of material production." 5 In this and other comment that 


4 Planovoye Khozyaistvo, No. 10 (1940), p. 23. 
5 Ibid., p. 12. 
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has come forth from Soviet sources. at various times are.strong hints 
that behind the complex calculations and enormous tables of | Soviet 
plans there may.he.strang.elements.of. ignorance. and confusion. 

In evaluating Soviet planning, it must be borne in mind that no 
single blueprint could encompass all the economic activities of more 
than 200,000,000 people spread over that country's vast area. Eco- 
nomic planning is.most detailed and  most.influential in those 
branches that the government considers most important, paxticularly 
heavy industry. It is less. detailed and less influential in many.parts 
of the economy. serving consumers or producing for them. for ex- 
ample, local and cooperative industry. The problems of making the 
far-flung agriculture of the USSR completely subservient to planned 
direction of production activities is probably still far from entirely 
solved. Moreover, the plan must be translated into reality by human 
beings, not automatons. Àn energetic factory manager, for example, 
may take the risk of breaking out of planned restrictions if he thinks 
it necessary in order to attain his assigned goals. If he has powerful 
friends in the Communist Party, government, or economic hierarch- 
ies, he will have more freedom of action and more opportunity to 
exercise initiative than another official with less powerful connec- 
tions. Corruption and graft are not unknown in the Soviet economy, 
and those who profit by such malfeasance often do so at the expense 
of, or by evading, planned assignments. Soviet novels and plays, 
often sources of valuable insight into the realities of life in the USSR, 
have shown time and again that the interrelationships between eco- 
nomic plans and those whom they direct are complex rather than 
simple. 


The Nature of Soviet Economic Plans 


To understand the nature and objectives of Soviet economic plans, 
it is helpful to visualize a complex economy in operation during some 
period of time, say a year. At the end of this time a complete record- 
ing of these operations would note the following factors: 

First, physical production of goods would have been carried out 
and these goods would have been utilized or stored in different ways. 
Let us take the case of steel. The total supply of steel would ob- 


6 On this point cf. Pravda, April 18, 1940, and N. A. Voznesensky, "Stalin's 
Three Five-Year Plans,” Bolshevik, No. 1 (1940). Russian text. 
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viously consist of the steel in storage at the beginning of the year plus 
the production during the year plus any imports. At the end of the 
year it would be found that there was a certain amount of steel in 
storage while the rest of the steel had been consumed in various ways 
or exported. A complete accounting of steel would have to account 
both for the total supply and for its utilization, as in the following 
equation: 


Supply Utilization 
Amount in storage at the Amount in storage at end of year + Amount 
beginning of year + Pro- consumed in the steel industry itself + 
duction + Imports = Amount consumed in the tractor industry + 


Amount consumed in construction+ Amount 
consumed in making locomotives + Amount 
consumed in making freight cars + (and so 
on for all the many industries using steel) 
+ Exports. 


This equation can be stated more simply in symbols if we call the 
amount in storage at the beginning of the year S,, the amount in stor- 
age at the end of the year S., production P, exports E, imports I, and 
the amounts consumed in different industries, c;, Co, C3, . . . Cn, Where 
n is simply the number of different industries using steel. We then 
have the above equation in words translated into the symbolic form: 

So +P I= S. + c1 + cot c3 t Cates HF... F6 E 

If there were 100 industries using steel, there would be 100 different 
c quantities; if 1,000 industries, 1,000 c's; and so forth. The equation 
above simplifies the actual situation for steel considerably. Steel is 
stored in many different places; in any one industry it will be used at 
different plants; and it may be exported to many different countries. 
If the above equation were written out in its full complexity, each 
term would have to be replaced by the various terms of which it is 
composed. Thus the amount in storage at the beginning of the year, 
Sa, might be replaced by S + S," +S,” + S,"" and so on for as 
many terms as there are steel storage centers. To write down the 
equation above in full detail for a country like the Soviet Union 
would undoubtedly require thousands of terms. 

Even the detail suggested in the preceding paragraph does not 
really represent the situation fully, since it implicitly assumes that 
steel is a homogenous commodity, which it is not. For example, ordi- 
nary low-grade carbon steel cannot be used where stainless steel is 
required. In actuality there are many different kinds of steels, meet- 
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ing different needs, each of which would have to be accounted for 
separately if we required complete detail. Thus even the simplified 
form of the general steel equation above would have to be broken 
down into a series of different equations, at least several hundred in 
number, each one showing the supply and distribution of each differ- 
ent kind of steel. And if these equations were to be written in the 
detailed form suggested above, a full description of the production 
and distribution of steel would require several hundred equations, 
many of which would have hundreds and thousands of terms. 

It should be clear, however, that the number of equations required 
to represent the equality of the total amount of steel available and the 
total amount distributed between storage, consumption, and exports 
will depend upon the degree of precision and detail desired. On this 
factor too will depend the number of terms explicitly contained in the 
equation. But even in the simplest form, a summary statement, such 
as the first equation above stated first in words and then in symbols, 
must rest upon a complete accounting of all stocks, production, inter- 
national trade, and consumption. The complexity described is in- 
herent in the nature of the steel industry, its widespread geographic 
distribution, and its many customers; this complexity cannot be es- 
caped. 

But steel, or rather each variety of steel, is only one commodity. A 
similar supply and distribution equation would have to be prepared 
for each commodity in the economy, and considerations similar to 
those suggested for steel above would apply. A full accounting for 
all production would have to include supply and distribution equa- 
tions for tractors, shoes, ball bearings, bread, sugar beets, printing 
presses, paper, and so on. This would require thousands of equations, 
which, if presented in the full detail outlined above, would include 
millions of terms. Even the simplest formulation, based on groups 
of commodities, such as all kinds of steel taken together, all kinds 
of motor vehicles taken together, and so forth, would require at least 
several hundred equations containing many thousands of terms. 

An important feature of such an accounting record is the fact that 
if it were available we should be able to see in detail all the com- 
modities utilized in the making of each product. For the automobile 
industry, for example, the system of equations described above would 
supply us with the information on the steel, copper, rubber, leather, 
gears, spark plugs, and other materials and parts utilized in the manu- 
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facture of automobiles. The kinds and amounts of these different 
commodities so employed would of course be determined by the 
types of cars being made and the technology of their production. 
For any product, the relationship between the volume of output of 
that product and the amounts of different complementary goods re- 
quired to produce that output is termed the production function. The 
system of equations we have described above, therefore, would 
supply us with the production functions of different industries or 
products, depending upon whether the consumption items in those 
equations applied to industries or to individual products. Obviously, 
for fullest detail, the c's in our equation should be the consumption of 
each material in the making of a particular product. 

Analogous to the equations we have been discussing for commodi- 
ties.would be one showing the supply of human labor available in. 
that economy during a particular year, and its distribution among 
different employments. For full precision, such an acc ounting of 
labor resources would have to take into account the fact that a 
carpenter cannot be used where a skilled machinist is required. The 
full record would have to contain a large number of equations show- 
ing the supply and utilization of all the many different types of 
skilled, semiskilled, and unskilled workers. Moreover, since human 
beings grow old and retire, or die, our accounting record would 
have to show what progress was made during the period studied in 
training new workers for all the different kinds of jobs that must be 
done. Service workers of all kinds, from barbers to doctors, would 
also have to be included in this accounting of labor use. 

So far our discussion of this accounting of an economy's operation 
has been conducted in purely physical terms, and our equations 
have involved tons of steel, thousands of tractors, millions of nails, 
and numbers of workers. But if we confined our records to this 
material, we should have a very inadequate knowledge of what had 
happened during the period studied, because we should have ig- 
nored the fact that goods are bought and sold for money. Even in 
the Soviet economy, both consumers and producers make decisions 
regarding what to buy or sell, at least in part, in the light of the 
prices of different goods and the amount of monetary resources they 


have available. Thus the full accounting would have to include a 
series of financial equations. 
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We can see their form if we recall our remarks about the auto- 
mobile industry and its purchase of many different goods and labor 
services for use in production, using this term broadly to cover all 
activities of the industry. 1n any given period, the automobile in- 
dustry has an income derived from the sale of cars. This income is 
equal to the cost of production plus profit or minus loss, as the case 
may be. To state this relationship symbolically, let us suppose for 
the sake of simplicity that all cars sell at the same price, p, and that 
q cars have been sold. Income during our period will then be 
simply the product pq. Let us suppose that in the various supply 
and distribution equations for different products discussed above, 
c4 in each case represented the amount of that product going to the 
automobile industry. Let us use a system of primes to denote differ- 
ent materials. Thus c,' might be the amount of steel, c4” the amount 
of rubber, c4” the amount of leather, and so on. And let us suppose 
that the unit prices of these commodities are p’, p^, p”, and so on, 
respectively.” Then the total cost or expenditure of the automobile 
industry can be represented as the sum of the products of each c 
multiplied by the corresponding p. If we introduce the quantity D, 
defined simply as the difference between income and cost, the rela- 
tionship between the industry income and cost can be expressed 
in equation form. We then have: 

pq =p c4! t p" c4" t+ p" c," +... p c +D 

Here p" c,* represents simply the cost of the kth or last commodity 
purchased. It will be seen from this equation that if D is zero, in- 
come equals cost. If D is positive, income exceeds costs, and a profit 
has been made that can be used for savings or other purposes. If 
D is negative, costs have exceeded income. This loss may simply be 
due to uneconomic management or other factors. But costs may 
exceed income too if they include the expenses of new investment 
in the making of automobiles, such as the building of new factories 
or the expansion of old ones. 

The hypothetical accounting record we have been discussing 

T Depreciation can be fitted into this scheme by defining a unit of depreciation 
as that amount worth one dollar, so if the industry's depreciation allowance is 
$1,000,000, it may be said to have used 1,000,000 units of depreciation (the c 
in our formulation) at the price of one dollar each. Here as elsewhere in this 
discussion the writer has leaned heavily upon the exposition of Prof. W. W. 


Leontief in his The Structure of the American Economy 1919-1929, pp. 33 ff. 
Cambridge: Harvard University Press, 1941. 
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would contain a similar cost-income equation for each product or 
industry in the economy — for the making of tires, the growing of 
grain, the production of motion pictures, and so on. Since there 
are hundreds of industries and thousands of products, the number 
of such cost-income equations would be large and the number of 
terms in these equations enormous. The financial aspects of capital- 
construction projects could be handled as above by substituting the 
amount allocated for each project instead of the income term, pq. 

The discussion above has been in terms of the costs and income 
of a product or an industry, but the concepts involved are more 
general. Our hypothetical record would contain an equation show- 
ing the sources of income of the government and its expenditures 
for different purposes. Since the Soviet Union has national, pro- 
vincial, and local governments, the number of such governmental 
financial equations could easily reach several thousand. A similar 
tabulation would presumably be available for the money incomes 
and expenditures of the population as a whole, and for major groups 
in the population, such as urban dwellers, farmers, and other groups. 

The most summary data of our hypothetical record would show 
the total value of all goods and services (the gross national product, 
or the national income, or some similar over-all measure), and the 
breakdown of this production between consumption, investment, 
and reserves. The record would show too all the investment projects 
inaugurated, continued, or ended during the year, including all new 
factories, railroads, roads, houses, schools, and so forth. If any 
human mind could encompass all these data, it would have a bird's- 
eye view of all economic activity in the nation during the period 
studied. 

The.above discussion has been in terms of a quantitative history 
of economic activity after the period in which this activity has taken 
place, Economic planning, on the other hand, is the effort to prepare 
such a detailed scheme of economic activity before a particular 
period, and then to assure that the economy actually follows the 
path blueprinted by the planners. With regard to Soviet economic 
planning, it must be added that in the course of executing the plan 
the authorities have often altered the original blueprint in order to 
facilitate the fulfillment or overfulfillment of certain goals of major 
importance, even at the expense of nonfulfillment of other goals that 
are regarded as less important. Such alteration of original plans is 
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the result either of poor planning that failed to provide for a future 
course of economic activity compatible with the real possibilities, 
or of the appearance of new factors affecting over-all policy — such 
as a major change in the state of international tension — which 
requires the substitution of new goals for those sought when the 
original plan was drawn up. Even in their most elaborate form, 
however, economic plans do not attain the most detailed and com- 
prehensive coverage suggested above. 

In an economy dominated by private enterprise, there is little or 
no organized, collective effort made in advance to fix the the equa- 
tions of physical production and financial equilibrium for the entire 
economy, at least during peacetime. The economic activity that 
takes place in such a society is the resultant of the activities and 
decisions of many different individuals and groups of individuals 
who act on the basis of current economic information and their 
anticipations regarding future prices, supply, and demand. These 
individuals and groups of individuals are free to attempt to maximize 
their profits, or to serve other ends, so long as their activities remain 
within the legal framework provided by the laws governing con- 
tracts, prohibiting certain types of monopolies, regulating wages 
and hours, and so on. Our economy relies upon the force of com- 
petition among the participants in economic activity to assure that 
the welfare of the community will be served. Our government acts 
to help certain groups assumed legally to be too weak to fend for 
themselves, and it intervenes from time to time in an effort to help 
maintain or restore competition. But the rights of private property 
and the right to seek private profit through economic activity are 
still fundamental to our way of life, despite some important 
peripheral modifications in our ideas on these subjects in recent 
years. Increasingly in the past two decades the United States gov- 
ernment has become a direct participant in economic activity through 


8In the United States, one exccption, however, is the government budget, 
which is prepared in advance in an effort to anticipate and govern future govern- 
ment revenues and expenditures. And presumably in the present strained post- 
war situation, government agencies keep sharp watch over supplies and utiliza- 
tion of the most important raw materials, but such activity, before the Korean 
conflict, was mainly observational and was not planning in the sense used above. 
A closer approach to economic planning was begun in this country after United 
States involvement in the Korean conflict and subsequent stepped-up mobiliza- 
tion. 
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such agencies as the Atomic Energy Commission and the Recon- 
struction Finance Corporation. These and other instruments of 
government action have important influences upon many different 
markets for goods and services, but they do not replace markets in 
peacetime as the major coordinating agencies of our economy. 

Soviet planners are in a completely different situation. All eco- 
nomic. activity. js legally subservient to the plan and must be per- 
formed in accordance with its instructions. In carrying on their 
work, therefore, Soviet planners make in advance the decisions — 
such as the division of national income between consumption and 
investment — that in a free enterprise society are simply the re- 
sultants of the independent decisions of competing individuals and 
groups. The equations discussed above in our hypothetical sketch 
of quantitative economic history are explicitly formulated in ad- 
vance. by. Soviet. planners, who call them "balances" — natural 
balances if they are expressed in commodity terms, synthetic 
balances if they are financial equations or deal with labor distribu- 
tion. The composition of these advance balances is one of the most 
important steps in the drawing up of Soviet plans, since it is at this 
point that the problems of economic coordination are explicitly 
faced. Each figure in these balances — amounts stored, produced, 
imported, exported, consumed, and so on — is the subject of con- 
sciously planned decisions. In a capitalist economy, prices are 
fixed in the market and act as among the most important indicators 
and guides for economic activity. In the USSR, prices are fixed by 
Soviet planners, and the entrepreneurs of the Soviet economy are 
explicitly instructed that the plan's instructions, not price or profit 
considerations, are to guide their activities whenever there is conflict 
between the two. 

The difficulties of constituting consistent balances are clear. The 
discussion above has pointed out how large must be the number of 
different quantities to be set by the planners, even if the number of 
balances is restricted by consolidating related commodities. Balanc- 
ing the economy in advance requires both prediction of future out- 
put, that is, the setting of attainable, ever increasing goals, and the 
allocation of commodities produced. For example, the amount of 
sulphuric acid to be made in a year is determined and is then 
divided among its different uses. But the making of sulphuric acid 
must be assigned enough raw materials, labor, machinery, and 
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financial means to make possible the production of the amount set 
as the goal. In turn, the amount of sulphuric acid allocated to the 
making of fertilizer, for example, must be sufficient to meet that 
industry's needs for this chemical in order that the production ob- 
jective for fertilizers may be met. The consistency of the production 
function for each product or industry must be assured in advance, 
for the output of any commodity is limited to the amount made 
possible by the supply of the most scarce complementary goods re- 
quired. The planners may have provided enough steel, copper, 
rubber, and other materials for 500,000 automobiles. But if they 
have allocated only enough bearings for 100,000 cars, only 100,000 
properly working automobiles can be produced. The planners 
problems are further complicated by the fact that the output of 
some commodities is highly variable and outside their control to a 
large extent. A bad harvest can work havoc upon the best-made 
plan, unless reserves of food and agricultural raw materials are 
large enough to cushion Nature's niggardliness effectively. 


enough. A properly operated economy should employ its resources 
efficiently, getting the maximum return from its input of labor, raw 
materials, and other resources. The planners must strive to insure 
that their balances and plans provide for production at minimum 
expenditure of input. But how is such minimum expenditure to be 
measured in the USSR? Money costs do not necessarily reflect real 
costs there, since most prices are set arbitrarily by planners and have 
remained fixed for long periods at a time, though the underlying 
supply and demand conditions for the commodities involved changed 
markedly. Economists have long debated wbether it is. possible 
for a socialist state to be managed rationally. Those who have 
denied this possibility have done so precisely on the. ground that 
arbitrary prices in such an economy would offer no guide for in- 


9 At the beginning of 1949 a general increase of wholesale prices for the 
products of heavy industry and of railroad freight rates took place, the first 
since before the Nazi invasion of the Soviet Union in 1941. These prices had 
remained constant all through the war years and immediate postwar years, 
though the structure of costs for these commodities and the level of costs had 
changed considerably. Many of these prices were lowered at the beginning of 
1950, and later as well. Cf. Naum Jasny, Soviet Prices of Producers’ Goods, pp. 
12-17. Stanford: Stanford University Press, 1952. 
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telligent choice among alternatives. Many of the economists who 
have affirmed the possibility of rational use of resources in a socialist 
state have done so on the premise that a meaningful price system 
would be set up and that prices would not be set arbitrarily.!? This 
consideration must be kept in mind in considering Soviet planning. 
The USSR’s price system will be considered in more detail later in 
this volume. 


Drawing Up the Plan 


The information available to foreigners on how the plan is actually 
drawn up in detail is rather scanty. Citizens of countries other than 
the Soviet Union have not in general been encouraged to visit the 
State Planning Committee and study its activities from the inside, 
nor does that committee usually publish its detailed worksheets or 
other essential material Jt seems desirable, therefore, to present 
what is essentially a Soviet economist's account of how a Soviet plan 
is drawn up. The material that follows is largely based on, and 
in part translated from, a Soviet planning textbook issued in 1946.11 
Other Soviet sources are used as well, as indicated. The vagueness 
of part of this discussion is typical of that encountered in many 
Soviet expositions of this topic. 

Four stages may be distinguished in working out a national 

cconomic plan: preparing directives for the plan; composing a pro- 
posed plan on the basis of the directives and making a balanced 
check of the proposed development of the branches of the economy; 
approval of the plan by the government; organization and control 
of plan fulfillment. In organizing the composition of the plan, the 
Gosplan (now known as the State Planning Committee!? of the 
Council of Ministers) works out a system of indexes, that is, a list of 
tasks during the planned period for ministries, republics, territories, 
and provinces, and also a list of measures aiding fulfillment of the 
planned tasks. 
10 Cf. F. A. Hayek, ed., Collectivist Economic Planning. London: Routledge, 
1935; and the essays by Oscar Lange and Fred M. Taylor in Benjamin E. Lip- 
pincott, ed., On the Economic Theory of Socialism. Minneapolis: University of 
Minnesota Press, 1938. A sharply different third point of view, however, is that 
of Maurice Dobb, Political Economy and Capitalism, Ch. VIII, especially pp. 
271-76. New York: International Publishers, 1945. 


11 Sorokin, op. cit., pp. 61 ff. 
1? Gosplan was formerly known as the State Planning Commission. 
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The economic plan includes first the production tasks of each 
branch of industry and agriculture, and also technical-economic 
conditions of production, such as indexes of quality, technological 
organization, and norms for expenditure of materials and labor. 
It usually contains a very voluminous construction program aímed at 
increasing facilities for expanding production and meeting public 
needs. 
following scheme: from the total output is drawn, first, resources 
to cover expenditures for restoring means, of production that. have 
been used up. Second. part of the product goes for new. investment. 
Third, there is formed a reserve or insurance. fund. against. un- 
expected contingencies. Besides this there are formed funds for 
administration, for maintaining the armed forces, for meeting social 
needs (schools, sanitary institutions, and so on). The remaining part 
of the total output is available for purchase by. consumers. The plan 
also defines the magnitude and means of the circulation of goods as 
well as the work of transport and mercantile organizations. 

Measures in the field of labor include the distribution of the 
work force among branches of the economy, efforts to raise labor 
productivity through appropriate wage policy and mechanization 
of work, and expansion of the skilled labor force. The plan also 
allocates resources for housing, education, medical care, and other 
facets of consumption. 

Finaly the plans contain a financial program (budget, credit, 
measures regarding monetary circulation). The financial plan reflects 
the activity projected in production, distribution, and consumption. 
A system of financial incentives actively aids the entire process of 
economic activity. 

A more concrete list of the plan’s divisions follows: 


1. Summary division, including basic indexes of economic de- 
velopment. 

2, Industry, including gross and marketed production in value 
terms, physical production, technical economic indicators. 

8. Agriculture, including data on sown area, tractor work, agro- 
nomic measures, yields, number of livestock, indicators of livestock 
productivity. 

4. Transport and communications, including average daily traffic, 
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work of all kinds of transport, repair and utilization of rolling stock, 
the development of communications. 

5. Capital investment, including the volume of capital construc- 
tion; the program for putting new productive capacity, new houses, 
and other capital projects into use; development of the construction 
industry; geological and prospecting work. 

6. The technological plan, including the plan for introducing new 
techniques into the national economy. 

7. The plans for supplying branches of the economy with raw 
materials, fuel, and equipment. 

8. Plans for cultural and welfare construction, including chil- 
dren's institutions, health centers, schools, universities, movies, 
theaters, municipal utilities. 

9. Labor, including the number of workers, their productivity, 
wages, and the training of specialists and supervisory workers. 

10. Domestic trade and the requisitioning of agricultural prod- 
ucts. 

1l. The plan for lowering costs in branches of the economy. 

12. The state budget, credit, monetary circulation. 

13. The plan for development of the economies of the union 
republies and major economic regions. 

14. Foreign trade plans providing for exports and imports. 


The plan and its indicators must be maximally exact, concrete, 
and directed specifically toward those individuals charged with 
each responsibility. As a result of these requirements, the plan 
or its most important divisions are worked out in branch and inter- 
branch sections in breakdowns according to forms of property, 
ministries, and regions. The branch breakdown includes the tasks 
assigned to industry as a whole, agriculture as a whole, all machine 
construction industries, all woodworking industries, and so on. The 
interbranch functional breakdown of the plan consists of the pro- 
gram for guaranteeing the economy with labor, equipment, metals, 
fuel, construction materials, and other necessities; the program for 
lowering costs and organizing savings; and so on. 

Building the plan up by sections into a whole permits solution of 
certain general problems. Do the tempos of development of 
branches of consumption in the economy correspond to each other? 
What are the links between the branches with regard to raw mate- 
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rials, fuel, labor, monetary resources? It is impossible, for example, 
to say whether all construction projects will have equipment if 
there is no summary plan for machine construction. The problem of 
guaranteeing the population bread and livestock products is ap- 
proached through the summary production plan for all collective 
farms, state farms, and other subordinate agricultural producers. 
The plan for supplying the national economy with fuel may be con- 
structed only by taking into account the production of all kinds of 
fuel by all producers. 

Consistency among the requirements of different branches for 
equipment, fuel, raw materials, labor, and financial means from 
state resources is attained by planning inter-branch linkages on the 
basis of the corresponding balances and distribution plans that have 
been worked out. 

The economic plan takes into account the existence of state 
property and collective farm-cooperative property. The production 
of state enterprises and the wages of their employees are fully 
regulated by the national economic plan. The distribution of collec- 
tive farm products is only partially covered by the state plan, since 
part of this production is disposed of at the farmers’ discretion, 
including sale of some products on the free market at prices prevail- 
ing there. The plan takes account of the differences between state 
and cooperative enterprises. 

The organizational or ministerial breakdown of the branch plan 
guarantees that the plan will give direct assignments to those who 
are responsible for each production task, thus bestowing on the 
plan an operative character. All tasks of the national economic 
plan are distributed by ministries. The 1945 plan gave industrial 
production assignments to more than 100 government organizations. 

The plan for each ministry is part of the general national plan. 
Indicators and indexes are the same for all ministries, a fact that 
gives these figures a unifying role. Thus the indicators for the plans 
for industrial production are basically the following: gross produc- 
tion; marketed production in wholesale prices; physical output of 
the most important products; capital repair; expansion and new 
construction of enterprises; the number of workers and labor pro- 
ductivity; wages fund; provisions for guaranteeing enterprises raw 
materials, fuel, and semifabricated products; estimates of ex- 
penditures and incomes; costs of production; estimates of profits. 
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Besides fixing the list of indicators, the Gosplan establishes exact 
definitions of them, so as to avoid confusion and inconsistency in 
their calculation. The indexes of the national economic plan are 
used by the ministries as the basis for establishing the indexes on 
which to plan the activities of individual enterprises within their 
jurisdiction. 


Regional Planning 


The national economic plan is also broken down geographically, 
by regions. Goals for industry and agriculture, construction plans, 
and the work of transport cannot be determined exactly if they do 
not take into account the actual territorial distribution of the pro- 
ductive forces. The xegional breakdown of the plan contains specific 
measures for proportional development of productive forces, for 
eliminating economic and cultural backwardness of some national 
republics, for special development of some regions in accordance 
with the interests of strengthening the military power of the country. 
Territorial breakdown of the plan is needed to guarantee the com- 
plete complex development of economic regions. Only a plan 
broken down geographically can give specific assignments as re- 
gards what to build, what to produce, and what organization is 
responsible for construction and production. Territorial breakdown 
not only is obligatory for the general government plan, but must 
be carried further. In each province the plan must be broken down 
by administrative districts, by villages, and by enterprises. The plan 
for the country as a whole is broken down into tasks for union 
republics; and inside them for autonomous republics, adminstrative 
territories, and provinces. Such administrative and territorial division 
is necessary to make the plan operative; otherwise much of it would 
lose practical significance. 

As late as November 1940, a Soviet economist wrote: "It is 
necessary to note that up to recently almost all attention in the work 
of the Gosplan and the People’s Commissariats has been paid to 
planning in terms of branches of industry. But the division of 
regional planning of the Gosplan did not comply with the work of 
territorial planning. . . . It is necessary to emphasize that until this 
time there has been no careful analysis of the distribution of each 
branch of industry, no analysis of inter-regional connections. There- 
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fore there is also no clearly worked out material regarding the dis- 
tribution of the different branches of the national economy and 
regarding the perspective complex development of the economic 
regions of the country. . . ." He indicated further that great con- 
fusion, duplication, and bureaucratic incompetence existed in the 
whole area of regional planning and geographic distribution of eco- 
nomic activity. It seems likely, however, that strong measures 
were taken in 1940 and afterward to improve this aspect of Soviet 
planning. 

For each republic or administrative province, the following basic 
plan indicators are worked out: output of industrial production 
(with separate indication of local industrial production not in- 
cluded in the output of all-union ministries); size of sown area; 
number of livestock; a titular list of new construction projects; 
volume of trade turnover and requisitions of agricultural products; 
network of schools, education, and medical institutions; municipal 
and housing economy; budget. 

Not only is the plan worked out in a breakdown based on ad- 
ministrative-territorial units (province, territory, republic); it is also 
broken down on the basis of a series of large regions that do not 
coincide with administrative boundaries. In planning the coal in- 
dustry, separate blueprints are drawn up for the southern coal region 
(Donbas), the central region (Mosbas), the Urals region, Kazakhstan, 
Siberia, and so forth. Planning by coal basins permits the definition 
of the zones supplied by each basin, of the rational boundaries for 
consumption of coal from specific minor local sources, of locations of 
new mines, of points for geological investigation. In planning the 
iron and steel industry, each of the following regions is examined 
separately: South, Center, Urals, Siberia, and Far East. Planning 
on the basis of such enlarged regions not only facilitates rational 
distribution of metal consumption but makes it possible for each 
region to solve the problems of metallurgical raw materials, fuels, 
types of output, and so forth. 

Complete complex regional planning permits the fullest and. most 
economical utilization of regional resources. It helps provide for 
the development of production so as to satisfy local needs in maxi- 


13 Planovoye Khozyaistvo, No. 11 (1940), pp. 39-46. Quoted material is 
on pp. 40-49. Continued serious inadequacies in Soviet planning are implied 
in a later issue, No. 2 (1953), p. 7. 
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mum degree and to end unnecessary transport of raw materials, 
fuel, and. | consumer goods c over distances. The Eighteenth Congress 
“oF the Communist Party gave directives for the complex economic 
development of basic major economic regions. It showed the 
necessity of organizing in these areas the output of fuel, cement, 
alabaster, chemical fertilizers, glass, and consumer goods in amounts 
meeting local requirements. The Gosplan does this planning for 
such enlarged regions. In working out the majority of problems of 
territorial distribution of production in the Third Five-Year Plan, 
all the union republics were taken as major economic regions, but 
the RSFSR was divided into the following areas: European North, 
Northwest, Center, Volga, North Caucasus and Crimea, Urals, 
Western Siberia, Eastern Siberia, Far East. 

The system of accounting indexes is built on the basis of indexes 
employed in the plan. Statistics and accounting in the USSR are 
at the service of plan fulfillment. The organs of accounting and 
statistics systematically report to the government and also to the 
Gosplan on the course of realization of planned tasks by ministries, 
enterprises, and provinces. 


Directive on Composing the Plan 


The detailed working out of the national economie plan is pre- 
ceded by the drawing up of directives for the plan, defining the 
basic line of economic. development for the forthcoming period. 
These directives come from the directing party organs. The 
Presidium of the Central Committee of the Communist Party is 
presumably the highest authority in making the decisions regarding 
these directives. 

In the making of plan directives, all the concrete possibilities of 
the plan period are considered. These emerge from study of the 
existing level of internal productive development, the relationships of 
classes in the USSR, and the international situation. Analysis of the 
existing level uncovers future possibilities regarding such matters 
as tempos for production growth, reserves for raising labor pro- 
ductivitiy, increased utilization of existing equipment, introduction 
of new techniques, reserves for reducing costs. Analysis of the 
existing level uncovers bottlenecks, disproportions, defects in eco- 
nomic work, which must be removed. Thus the analysis of the 
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existing level provides a starting point for the composition of the 
plan. 

Since the Soviet economy has been a planned economy for most 
of its existence and one plan period follows another, the analysis of 
the existing level for the composition of a new plan is primarily the 
analysis of the execution of the plan of the preceding period. 

The directives for composing the plan formulate the basic political 
tasks during the planned time segment. To these political tasks all 
plan goals are subordinate, and from them they flow. Further direc- 
tives distinguish the leading branches of the national economy. 
Determining the leading branches, the directives establish their 
tempos of development and the levels of production of individual 
products. 

The problem of tempos is decided in directives by taking account 
of all the intricacies of social-economic conditions. In general, 
Soviet leaders seek to attain the highest levels of production increase 
practicable i in each given period, as d determined by the existing con- 
dition of the productive apparatus. 

Formulating the general tasks of the future period, the directives 
for plan composition predetermine the development of the leading 
branches of the national economy. They contain instructions regard- 
ing the direction of planning the remaining branches and regarding 
the basic measures for guaranteeing plan fulfillment (principles of 
labor organization, price policy, and so on). Thus directives de- 
termine the plan's basic profile. They compose its skeleton and 
shape the work of the planning system. 

In prescribing the basic outlines of future economic development, 
the plan directives also establish policy on the nature and amount 
of future capital investment. The decisions in this area are in part 
based upon political and military considerations, which frequently 
have priority over purely economic factors. Insofar as these de- 
cisions are economic in nature, they are based on a large amount of 
staff work and research concerning the national economy, its needs 
and its possibilities. The volume of capital investment desired in a 
particular field, say steel, is decided by comparing the volume of 
production desired at some future date — frequently the last year of 
a five-year-plan period — with the volume of production to be ex- 
pected at that date from existing plants and from plants under con- 
struction at the time the decision is being made. The difference must 
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be made up by building new capacity, taking account of the drain 
this new investment imposes upon current production. One of the 
most important functions of the long-range plans stretching fifteen 
years or more into the future is presumably to provide production 
targets for guiding long-range capital investment policy. At the 
beginning of each five-year plan's composition, very detailed studies 
are made of the makeup of existing capital and of the highest level 
of existing technique. The technical experience of foreign countries 
is studied carefully, with a view to applying their experience to the 
Soviet economy. It is on the basis of this enormous amount of staff 
work, presumably, that the members of the Presidium and other 
decision-making officials of the USSR reach their conclusions, taking 
into account, often, non-economic as well as economic factors. 
Mere determination of the volume of capacity that must be built 
in a future period does not exhaust the problems in a given field. 
Thus if 10,000,000 tons of steel-making capacity must be constructed 
in a given period, it could be provided by two plants of 5,000,000 
tons capacity each, or by 10 mills of 1,000,000 tons capacity each, or 
by some other combination of plants of varying capacities. If a 
railroad must be built between two points, there are frequently 
several different alternative routes it can follow, each with its own 
advantages and disadvantages. Should the railroad be electrified, or 
should it use diesel or steam locomotives? These questions are 
typical of the kinds of major decisions that must be made in plan- - 
ning capital investments. The rational bases on which such decisions 
should be made so as to secure most effective utilization of resources 
have been a subject of warm debate among Soviet economists.!* 
The problem is further complicated for Soviet planners by the fact 
that they reject the appropriateness of taking into account interest 
on capital investments, a theoretical position that corresponds to the 
practice followed by the state in not charging interest to enterprises 
given funds for long-term investment. A private entrepreneur in a 
capitalist economy can make such decisions by comparing the ex- 
pected rate of return from an investment (more precisely, the 
marginal efficiency of capital) with the interest rate that he has to 


14 Planovoye Khozyaistvo, No. 9 (1940), pp. 51-67. 

15 Cf., for example, Voprosy Ekonomiki, No. 6 (1949), pp. 78-95 and 96-115, 
or the translations of these articles in The Current Digest of the Soviet Press, 
February 18, 1950, pp. 3-11, and March 4, 1950, pp. 12-19. 
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pay for borrowed capital or that his own capital could earn if in- 
vested elsewhere. This private entrepreneur will seek to invest his 
capital in such a way as to get the highest rate of return (or marginal 
efficiency of capital). In any case he will not invest his capital in a 
project where it is expected to earn less than the prevailing rate of 
interest. This type of explicit use of the rate of interest in making 
position to the concept and employment of interest. 

For many years, however, Soviet economists have. employed a 
rather analogous procedure, using different terminology and some- 
what different methods of calculation. In railroad transport, for 
example, the concept of "Coefficient of Relative Effectiveness" was 
much used until at least the middle or late 1940's. To illustrate the 
use of this device, let us suppose that in building a new railroad the 
problem of electrification versus steam traction is being considered. 
Let us assume that to electrify the road might cost 90,000,000 rubles 
and that annual operating expenses thereafter would be 2,500,000 
rubles; to use steam power would require a capital investment of 
only 70,000,000 rubles but would result in annual operating expenses 
of 5,000,000 rubles. In comparing the two alternatives, therefore, 
it is seen that a saving of 2,500,000 rubles annually in operating 
expenses can be obtained by a larger initial capital expenditure of 
20,000,000 rubles. Dividing the annual economy in operating costs 
by the additional capital expenditure, we find the coefficient of 
relative effectiveness of the more expensive capital investment to 
be 12.5 per cent. In practice, apparently, Soviet economists have 
made decisions by setting an arbitrary minimum coefficient of rela- 
tive effectiveness — 10 per cent was customarily employed in rail- 
road planning before World War II — and comparing this with the 
coefficients obtained from sets of alternatives. In the example cited 
above, the 12.5 per cent coefficient obtained would have indicated 
that it was wise to go ahead with the more expensive capital in- 
vestment project, electrification, if the arbitrary criterion employed 
had been 10 per cent. On the other hand, if the arbitrary criterion 
emploved had been 15 per cent, steam traction would presumably 
have been employed, since the relative effectiveness of electrification, 
12.5 per cent, would have then been less than the criterion. The 
formal analogy of this technique with the use of the interest rate in 
capitalist economy is obvious, but the criterion employed is so 
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arbitrary that it can he only a crude guide at best. Moreover the 
technique is essentially based on average costs and returns, so that 


it is inferior-in- peocision in techniques hased on margiaa] nasgas. a 

This procedure and others similar to it were roundly denounced 
in the late 1940's on the ground that this is using the rate of in- 
terest under a new name,‘ and the issue has been widely discussed 
among Soviet economists. By early 1954 no definitive solution 
seems to have been reached, those participating in this discus- 
sion usually suggesting that decisions may be made by consid- 
ering many different relevant factors rather than one particular 
mechanical measure of the relative effectiveness of different alterna- 
tives.1* But while this discussion raged, Soviet planners continued 
to make capital investment decisions, their practice presumably re- 
flecting the confusion and differences of opinion expressed by those 
discussing the. issue in published articles. 

The confusion that exists in Soviet capital investment decision- 
making was concretely illustrated by the remarks of Deputy Premier 
M. G. Pervukhin published in Pravda, April 27, 1954: 


In comparing the expenditure on the construction of hydroelectric 
stations and of thermal electric stations, the cost of equipping coal 
mines is sometimes not taken into account. The latter must be taken 
into account to the extent that mine construction is necessary to 
provide fuel for thermal electric stations. Such omission leads to the 
incorrect conclusions that the construction of hydroelectric stations 
is always dearer than of thermal electric stations. 1f one compares 
state expenditures on hydroelectric station construction with that 
for thermal electric station construction, taking account in the latter 
case of the corresponding expansion of the national fuel base, then 
the cost of one established kilowatt at a hydroelectric station is not 
higher than at a thermal station, and in some cases it is even lower. 


What is remarkable about the above statement by one of the 
highest officials of the Soviet government is not only that it should 


18 Holland Hunter, "The Planning of Investments in the Soviet Union," The 
Review of Economics and Statistics, February 1949, pp. 54-62. 

3* Voprosy Ekonomiki, No. 10 (1948), pp. 34-48; J. M., "Some Recent De- 
velopments in Soviet Economic Thought," Soviet Studies, October 1949, pp. 
119-27. Cf. also Norman Kaplan, "Investment Alternatives in Soviet Economic 
Theory." Journal of Political Economy, April 1952, pp. 183-44, and Gregory 
Grossman, "Scarce Capital and Soviet Doctrine," Quarterly Journal of Eco- 
nomics, August 1953, pp. 311-43. 

18 Current Digest of the Soviet Press, February 8, 1950, pp. 3-11, and March 
4, 1950, pp. 12-19. 
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have to be made at so late a time as April 1954, but that the state- 
ment should reveal the official's ignoring of a key point. If Soviet 
coal prices included interest on capital investment required for 
coal mines, then the factor Mr. Pervukhin puts so much emphasis 
on would have been taken care of automatically. Certainly the 
statement quoted above suggests that debate about and uncertainty 
regarding how capital investment decisions should be made have 
by no means ceased among Soviet leaders and economists. 


The Method of Balances in Planning 


The goals given in directives regarding rates and levels of pro- 
duction for the most important branches of the economy permit the 
calculation of tempos of expansion and the level of production of 
the national economy as a whole. All branches of labor, as the result 
of earlier assigned levels of technique, are connected by definite re- 
lationships. Thus, for example, in the iron and steel industry we 
have these relations among branches: for a ton of ingot steel, 0.6 to 
0.7 tons of pig iron and about 1 ton of other materials are required; 
for one ton of pig iron, about 1.7 to 1.8 tons of iron ore, 0.9 to 1.1 
tons of coke, and so forth. These kinds of technical and labor 
proportions, along with the existence of assigned tempos for the lead- 
ing branches of production, permit calculation of the required 
volume of production of these branches. The plan of development 
for industry in the main predetermines the program of agricultura] 
production. In correspondence with the preassigned standard of 
living for the workers, there is worked out the plan for goods turn- 
over, the plan for development of health protection, the plan for 
housing and municipal utilities. 

The method of balances helps determine the quantitative relations 
between different branches of the economy, in particular the 
amounts of their material needs arising from the tasks posed them 
during the given planned period by the party and the government. 
In correspondence with the decisive tasks of socialist planning, 
particular significance in practice attaches to the balances of ferrous 
and nonferrous metals, fuels, electric power, equipment, chemicals, 
grains, cotton, leather, and semifabricated commodities, as well as 
to the balances of the labor force, specialized personnel, monetary 
incomes and expenditures of the population, incomes and ex- 
penditures of the state budget, national income. The complete 
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system of balances is utilized for the solution of questions of inter- 
branch linkages in the plan. 

The following schematic arrangement was used in making the 
economic plan for 1950: !? 


Total Supply Total Utilization 
l. Production listed by producing 1. Production requirements 
agencies 2, Construction requirements 
Imports 8. Supplies utilized in the produc- 


Supplies from state reserves tion of that commodity itself 
Supplies in the hands of distrib- Supplies for retail sale 

utors at the beginning of the Exports 

period, listed by distributors Additions to state reserves 
Supplies in the hands of distrib- 
utors at the end of each period, 
listed by distributors 


A oN 
fa pH ge 


For 1950 material balances of this sort were apparently prepared 
for all funded commodities, that is, those directly allocated by the 
government, more than 1,500 in all. These included many different 
kinds, shapes, and forms of metals, electric power, coal, peat, lumber, 
all basic types of petroleum products, many different kinds of ma- 
chinery and equipment, the most important construction materials, 
basic chemicals and rubber products, other basic industrial and food 
commodities, and agricultural raw materials.” 

In making up the balance of a particular type of steel, for ex- 
ample, the requirements of the machinery industries and of capital 
construction are carefully checked. Special attention must be paid 
to economizing on metal by reducing the amount of waste produc- 
tion and by introducing more economical norms of metal ex- 
penditure per unit of product, through replacing metals by other 
materials. In making up the distribution part of the balance there 
must first be guaranteed the satisfaction of the needs of those 
branches of the economy that are most important at the given 
moment. 

An extremely important task in composing the balance of rolled 
metals is the formation of state reserves, which permit the govern- 
ment to increase the supplies of one industrial branch during the 


19 Planovoye Khozyaistvo, No. 2 (1950), p. 50. 
20 Ibid., pp. 46-47. 
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year without disrupting the plan for supplying metal to other 
branches. 

The economy's metal requirements must be satisfied chiefly from 
production. Thus the balance of metals is most directly connected 
with the determination of the production program of metallurgical 
enterprises. The balances of metals and other commodities are 
termed material (natural) balances. There are also balances that 
measure more complex proportions in the economy, as, for example, 
the relation between supply and demand, between savings and con- 
sumption; these are called synthetic balances. An example is the 
balance of money incomes and expenditures of the population, 
which is built thus: 


Income Expenditures 
A. CITY A. CITY 
Wages and money incomes like Purchase of goods 


wages 
Incomes from bonds and savings 
Other incomes 
Reserves from past years 
Total Income 


B. RURAL 


Money incomes from work on col- 
lective farms 
Incomes from collective farm trade 
Incomes from renting horses and 
seasonal work 
Incomes from bonds and savings 
Other incomes 
Reserves from past years 
Total Income 


(a) in state stores 
(b) on collective farm market 
Noncommodity expenditures 
(taxes, transport and mail expen- 
ditures, and so forth) 
Savings (bond purchases, deposits 
in savings banks) 
Total Expenditures 


B. RURAL 


Purchase of goods 
Noncommodity expenditures 
(taxes, transport, mail, and so 
forth) 
Savings (bond purchases, deposits 
in banks) 
Total Expenditures 


The balance of money incomes and expenditures is needed first of 
all to establish proportionality between demand and supply, for 
planning the volume of merchandise turnover. At the given level of 
prices, savings, and noncommodity expenditures, the volume of re- 
tail trade turnover must correspond to the money incomes minus 
noncommodity expenditures and savings. In other words, supply 

Re PNA PG ES 
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must-equal the planned demand. The balance of money incomes 
and expenditures is also needed for making the financial plan. At a 
given level of expenditures for goods, there may be determined what 
part of the monetary means of the population may be mobilized 
through financial institutions (government bonds, savings in banks, 
taxes). The balance of money incomes and expenditures is necessary 
also for planning and regulating monetary circulation. 

Other major financial plans that are coordinated with the other 
parts of the national economic plan are the state budget, which is 
essentially the financial balance of government expenditures and 
incomes, and the cash and credit plans of the State Bank. Financial 
plans balancing incomes and expenditures are prepared for all 
economic ministries. These are linked with the production programs 
of the ministries as expressed in physical terms, as regards both 
quantities of output and quantities of labor, materials, and other in- 
put. The financial balance for each ministry is further broken 
down at a later stage into balances for each of its major divisions 
and enterprises.?! 

Labor balances similar to the above are worked out with a view to 
insuring that all requirements for workers, both for all workers as a 
whole and for different types of specialized workers, will be covered 
by the supply. These balances take into account the needs of dif- 
ferent branches of the economy, the number of persons being trained 
in vocational and technical schools of all kinds, the possibilities of 
recruiting persons not actually employed outside their households, 
and so on. A similar balance is made up separately for labor on the 
collective farms, with the aim of determining the number of workers 
who can be shifted from agriculture to nonfarm occupations with- 
out endangering fulfillment of agricultural production goals.?? 


The National Balance as a Whole 


Full linkage of all the different parts of the economy can be_at- 
tained by working out a balance of the national economy as a whole. 
Such a balance must reflect all the most important aspects of 


21N. N. Rovinsky, Gosudarstvenny Byudzhet SSSR, pp. 78-86. Moscow: 
Gosfinizdat, 1944. 

22 A. Kursky, Sotsialisticheskoye Planirovaniye Narodnogo Khozyaistoa SSSR, 
p. 45. 
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economic development in the i It must encompass 


all resources for strengthening-the-tempo.of economic development, 
while stimultaneously safeguarding tbe..plan. from. bureaucratic 
excesses. The chief components of the balance of the national 
economy must be the balance of labor, of social product and national 
income, of national wealth, and of finances. 

The labor balance shows the distribution of the chief productive 
forces of society between branches of production and regions of the 
country, the productivity of labor in the planned period, and the 
preparation of skilled workers. The balance of social product and 
national income shows the size of the social product produced and 
the directions in which it is distributed; it shows how the national 
income is divided between saving and consumption. The balance of 
national wealth shows how, during the productive cycle, the masses 
of fixed capital, working capital, reserves, and consumption funds 
are increased. The financial balance exposes the movement of 
financial resources, reflecting the corresponding movement of ma- 
terial resources and labor force. The balance of the national econ- 
omy does not replace the system of partial balances described above, 
but on the contrary is based on them and caps them all. 

The balanced working out of a plan makes more exact and some- 
times modifies the initial projections in the fields of production and 
distribution, depending upon the requirements that have been 
ascertained for the national economy and also upon the available 
resources. 

A noted Soviet economist, S. Turetsky, has summarized the final 
coordination problem faced in making up the national economic 
plan as follows: 


The final balanced links and checks of planned proposals are the 
last stages of work over composing the plan. True, already in the 
very directives and limits for composing the plan the bases for 
balanced links have been laid down. In the very process of working 
over plans before the final balanced linkage of different parts, it is 
necessary to work out a series of different rough balances. In the 
process of working out plans it is impossible to establish full linkage 
of all indexes at once. On the basis of established directive limits 
work unfolds simultaneously over different partial plans, each of 
which is part of a unified whole. It is impossible to represent the 
matter as being that first one part of the plan is worked out, then 
work goes over to the following, and so on. The unity of work 
over the plan is guaranteed by directives and limits for composing 
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the plan. But the limits give only basic indicators and orientation, 
since they themselves in the very process of planning often undergo 
a series of stages from rough orientating drafts to final balanced 
plans. A simple sum of blueprints for different parts of the national 
economy (metal, coal, fuel, machine building, objects of individual 
consumption, etc.) worked out simultaneously on the basis of direc- 
tives still does not give one a unified national economic plan, does 
not by itself guarantee balanced connections. In the process of 
working out different parts of the plan it is often necessary to work 
out, to compose several variants for guaranteeing balanced connec- 
tions in the national economic plan. These variant approximations 
are worked out from the point of view of a unified economic plan. 
A change in any one indicator requires changes in numerous indica- 
tors, since in a plan we have to deal with a unified system of indica- 
tors. If in the process of working out a plan we make more exact 
the volume and structure of machine construction output, then it is 
necessary to make corresponding changes in the blueprints for 
metallurgy, coal, etc.; in determining the assortment of cotton tex- 
tiles there is required the more exact specification of the proposed 
raw material base and on the reverse: the blueprints for trade 
turnover are corrected which changes the proposals for consumption, 
making proposed prices more exact introduces corresponding changes 
in the financial plan, etc.?3 


Even this discussion oversimplifies the problems involved in mak- 
ing sure that changes, sometimes radical changes, in one part of the 
plan correspond with the rest of the plan. The balance equations 
may be compared to a complex electrical network, a change in any 
part of which alters the balance of forces throughout the network. 
A change in the tractor-production program makes itself felt in the 
balance for every one of the many materials going into the making 
of tractors and in the labor balance, and then reciprocally has its 
effects upon the agricultural program, which was drawn up on the 
assumption that the initial number of tractors planned would be 
produced. In turn these secondary changes require other changes 
in a complex and ever widening series of chain reactions upon the 
entire plan. The difficulties involved when there are so many equa- 
tions and variables are truly stupendous, and it is questionable 
whether more than rough allowance can be made throughout the 
System of balances. The difficulties involved are suggested by W. W. 
Leontief in discussing a related matter: 


While in the case of partial analysis, which operates simultaneously 
with only two or three variables, the interrelations among these few 


23 Planovoye Khozyaistvo, No. 2 (1936). pp. 159-60. 
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elements can often be perceived directly, such intuitive inference 
becomes practically impossible as soon as the number of variables 
increases up to four or five, not to say ten or twenty. A doubtful 
reader of these lines can ascertain the limitation of his own common- 
sense intuition by trying to hazard at least an approximate solution 
of a system of three simple linear equations with three variables; 
or after having found the right answers mathematically, by trying 
to guess out intuitively what effect a change in one of the constants 
would have on the value of all three unknowns.?! 


The system of Soviet economic balances, it may be added, involves 
hundreds of variables, not any mere ten or twenty. 

During the years of the five-year plans, the methodology of work- 
ing out balances has improved significantly. In working out the 
distribution side of material balances, technically based norms are 
employed. Regional breakdowns are widely applied in projecting 
natural and synthetic balances. A regional breakdown of the labor 
balance permits a property based plan for recruitment of workers; 
a regional breakdown of the balance of the population’s money 
incomes and expenditures helps set up a plan for the distribution 
of merchandise by provinces; the regional balances of production 
and consumption give materials for forming rational transport plans, 
cutting down cross hauls and superfluously distant carriage of 
freight. 

Together with the working out of the projection of the national 
economic plan, work is carried on in other directions: the technical 
profile of the plan and measures for introducing advanced tech- 
nique are determined. Norms for utilizing equipment, for expendi- 
ture of raw materials and labor, and for labor productivity are 
established, being based on the experience of outstanding workers; 
there are calculated estimates of production, plans for lowering 
costs, financial plans. The results of these calculations are utilized 
for correcting the balances; on the other hand, the balance data 
determine the direction of work regarding norms. For example, 
the strain of the fuel balance requires every possible rationalization 
of the fuel expenditure norms. 


Some Observations on Soviet Planning 


We have now concluded the description of Soviet planning pro- 
cedure as presented in idealized form by Soviet sources. Certain 


?* Leontief, op. cit., p. 84. 
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matters ignored or glossed over in this description now require 
comment. 

First, we may point out the nondemocratic nature of this plan- 
ning, the complete absence of what has come to be called “con- 
sumers sovereignty." Plans are drawn up on the basis of directives 
from the leadership of the Communist Party, which also controls 
the government. These directives reflect the judgment of these 
leaders as to the relative importance of different economic ends 
attainable during the period for which the plan is being formulated. 
If these leaders decree that the rapid development of transport is 
the most important task of a given year, that will be given top 
priority, regardless of consumer wishes or needs for food, clothing, 
shelter, or luxuries. The needs of consumers set limits upon the 
discretion of planners, however, since consumers are also producers, 
and if the people are not fed, clothed, and housed at or above min- 
imal requirement levels, this will react upon production. As a 
general principle, Soviet leaders have always avowed their interest 
in raising the standard of living of their people, and such interest 
can be granted even if only because such a rise in the standard of 
living would minimize domestic political tension and disaffection. 
But the crucial point is that, within the wide limits set by the 
minimal quantities required to permit workers to keep on working 
and to keep dissatisfaction within controllable bounds, those who 
frame the plan directives can largely give second priority to con- 
sumer wishes. 

Second, the principle of concentration on.the.most important ob- 
jectives of-each period emerges as the basic principle of Soviet 
planning. All the balance calculations are subordinated to the “lead- 
ing links" set by the directives. In 1935, for example, the development 
of transport was set as the primary objective. In that year, conse- 
quently, a much greater percentage of Soviet metal consumption 
was permitted railroads than had been true in 1932.25 Thus it would 
appear that the Soviet economy progresses in a series of fits and 
jerks, as different areas of it are successively made the "leading 
link" for each period while the others are forced to get along as best 
they can on what is left over after the full needs of the top priority 
branches have been met. For the most part branches of heavy in- 


7$ Planovoye Khozyaistvo, No. 2 (1938), p. 163. 
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dustry have enjoyed top priority, while consumer-goods production 
has had to get along on the resources left over. 

Third, in predicting future output, that is, in setting goals for 
such output, a congeries of factors must he considered. On the one 
hand, estimates of future output, outside of agriculture, can be 
made by taking account of existing capacity of plants and by as- 
signing resources adequate to keep these plants operating at 100 
per cent, or at some other fraction, of capacity. This will be the 
dominating factor for short-run prediction. In the longer run, ac- 
count must be taken of new capital investment, the period it re- 
quires, and the speed with which the new facilities will come into 
operation. The capital investment program and medium- and long- 
range production goals are therefore intimately connected. But 
even in the short run, important complications must be taken into 
account. Plant capacity is not an eternally fixed constant, but will 
vary depending upon labor productivity, coefficients of utilization 
of machinery, adequacy of raw material supply, and other factors. 
Soviet planners, in making their short-run goal determinations, pre- 
sumably have information regarding these factors in the latest plan 
period and make provision for improved performance. But actual 
realization of that improved performance depends in turn upon 
progress made in improving the standard of living, the effectiveness 
of propaganda for higher labor "bague smoothness of the work 


of transportation, and other factors. In view of these complexities 


Soviet-planning must require a large. degree of gt of guesswork, ~ with all 


Fourth, the arbitrary nature. of Soviet Soviet prices, which frequently 
in the past have failed to reflect the supply and demand situation of 
each. commodity. imposes, many crudities and _ inefficiencies upon 
Soviet planning and operation of the economy. In seeking to decide 
between alternative investment possibilities, Soviet planners can 
only grope in deciding which is the most economical, because com- 
parisons of money costs and returns are probably of questionable 
validity in many cases, as a result of the arbitrary character of Soviet 
prices. Thirty-six years after the Bolshevik revolution Soviet plan- 
ners have still been unable to find a satisfactory technique for 
making investment decisions, although they are keenly aware that 
the techniques they have employed have been unsatisfactory. An- 
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other result of this confused price structure is that Soviet managers 
often find it profitable, in terms of the costs and prices with which 
they are faced, to disobey the assignments given by the plan and to 
produce products that differ in quality, amount of production, and 
other characteristics from those set by the planners. We shall 
go into this point in more detail later. 

Fifth, it should not be thought that the State Planning Committee 
is the sole agency concerned with planning. The Gosplan has its 
representatives in the organizations of all different branches of the 
Soviet economy as well as at key places throughout the USSR. They 
work with ministerial and provincial (or other geographical unit) 
planning groups as well as with economic and government admin- 
istrators in preparing the partial plans for each sector of the econ- 
omy or each area of the country. These partial plans are submitted 
to Gosplan for integration into the master plan and for necessary 
revision. In the process of give and take between Gosplan and 
various sectional or branch interests, there is probably a good deal 
of heated conflict, as each particular interest seeks to secure the 
maximum resources for its own development. As is inevitably the 
case in such situations, the outcome must often reflect the relative 
bargaining skill and power of the different participants rather than 
the actual patterns of economic needs. The fact that consumers' 
wishes impose no final check upon the arbitrariness of most eco- 
nomic decisions facilitates the dominance of such bureaucratic hig- 
gling in the making of plan decisions. 

Speaking to the Supreme Soviet on April 26, 1954, Premier Ma- 
lenkov gave this characterization of the state of Soviet planning at 
that time and of needed changes in it: 

Together with the working out of basic assignments, our planning 
organs often try to define from the center numerous detailed in- 
dicators of the economic activity of enterprises, building projects, 
railroads, state and collective farms, trading enterprises, and other 
organizations. Since this is done without the necessary knowledge 
of varied local conditions and possibilities, it is consequently done 
with insufficient skill. It is completely evident that such planning 


creates difficulties in the work at the grass roots, binding the initia- 
tive of local organs. 

The state has taken measures to reduce the list of assignments ap- 
proved in the annual plans, both in industrial and agricultural pro- 
duction. This has already given positive results. But the demands 
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of the national economy on planning work are growing and becoming 
more complex. Therefore our central planning organs, primarily 
Gosplan, must concentrate their attention first of all on the most 
important national economic problems — on establishing the correct 
proportions in the development of different branches, on liquidating 
bottlenecks, on the maximum utilization of existing reserves in the 
national economy so as to obtain great results with least capital 
investment. 


Execution of the Plan 


In Soviet ideology, drawing up an economic plan is considered 
only the first step in planning. Supervising the execution of this plan 
is considered the decisive test. Such supervision consists of checking 
on the way in which different industries are meeting their assign- 
ments, anticipating and preventing materials shortages or other 
developments that may interrupt production, finding possibilities 
for increasing output above that actually planned for, and making 
such changes in the original plan as are called for by domestic or 
foreign developments after the preparation of the initial document. 
Such supervision is done by a great number of agencies and persons. 
Gosplan and the Central Statistical Administration both scrutinize 
current output data and prepare regular reports for higher author- 
ities on the progress being achieved and the difficulties being met. 
Each unit of the economic administration watches the performance 
of the production units under its jurisdiction and takes such action 
as it deems necessary from time to time to correct deviations from 
the plan. Communist Party units all over the country exercise similar 
watchfulness and are expected to intervene and order changes made 
where performance is poor. The government maintains its own 
separate control and inspection personnel to check on plan fulfill- 
ment; through the system of criticism and self-criticism, ordinary 
workers, farmers, and other citizens are expected to help show up 
inadequacies by speaking out in open meetings, writing letters to 
newspapers, reporting to government authorities, and so on. 

As indicated earlier, difficulties often do arise in the execution of 
economic plans, causing them to be changed materially and often to 
be fulfilled in lopsided fashion. The guiding principle in such 
changes seems often to he an extension of the "leading link" notion 
used in planning, that is. where goals on top priority objectives are 
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in danger of not being fulfilled, still further concentration of re- 
sources upon these objectives is often ordered. It is this type of 
plan revision that helps to explain the frequent failure of Soviet 
production to attain goals set for consumer-goods output, although 
objectives in heavy industry have often been attained or even more 
than attained. 

Since planning is all-pervasive throughout the Soviet economy, we 
shall have frequent occasion in the following chapters to refer to 
the role of planning and economic plans in different sectors of the 
Soviet economy. 


CHAPTER VI 


ORGANIZATION AND OPERATION OF SOVIET 
INDUSTRY 


"n 

AL wvusrniat propuction in the Soviet Union is.carried_on 
by. three types.of enterprises: those. owned. hy,.the. state, industrial 
cooperatives, and individual artisans working.alone. Of these the 
state factories and mines are by far the most important, producing 
the overwhelming bulk of all industrial commodities. Cooperative 
production is significant only in the output of consumer goods. 
Individual artisans, who are prohibited under Soviet law from em- 
ploying even one assistant, produce only an infinitesimal fraction 
of all Soviet goods. 

The state-owned and -operated industry of the USSR is the largest 
single centrally-directed productive apparatus in the world, far 
dwarfing such individual giants of American industry as United 
States Steel or General Motors. It is composed of thousands of fac- 
tories and mines of every description, spread throughout the vast 
territory of the Soviet Union. About forty million persons are em- 
ployed in these state enterprises. They produce a tremendous vari- 
ety of commodities, ranging from tanks and jet airplanes to buttons 
and soft drinks. 

The organization and operation of such a vast productive mech- 
anism obviously presents difficult problems. The Soviet government 
has attempted to solve these problems so as to secure an organiza- 
tional structure and operating technique that would insure maximum 
production at minimum cost. The history of the Soviet government's 
efforts to secure the most efficient organization and operation of its 
industry is a long and complex one. We shall be concerned here 
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primarily, however, with the current situation, referring to earlier 
arrangements only in so far as they help to illuminate and explain 
the existing situation. 


Organization of State Industry 


The highest executive body of the Soviet government, the Council 
of Ministers, is the apex of the organizational pyramid of Soviet 
industry. This group supervises the over-all work of Soviet industry, 
issues necessary orders, and approves the annual and quarterly 
economic plans directing the operations of industry during each 
time period. The Council of Ministers consists of the ministers who 
head each major section of the Soviet government. Some ministries, 
like the Ministry of Foreign Affairs, deal primarily with noneco- 
nomic matters, but most of them are economic ministries operating 
major branches of Soviet production. The Council of Ministers, in 
practice, is subordinate to the Presidium of the Central Committee 
of the Communist Party. The Presidium makes the fundamental 
decisions that are executed by the Council of Ministers. Most Pre- 
sidium members are also in the Council of Ministers. In early 1954, 
G. M. Malenkov was Chairman of the Council of Ministers, or 
Premier, while V. M. Molotov, N. A. Bulganin, and L. M. Kagano- 
vich were First Deputy Chairmen. A. Y. Mikoyan, Maxim A. 
Saburov, and M. G. Pervukhin were Deputy Chairmen.! 

Within the Council of Ministers there is a small supercabinet, the 
Presidium of the Council of Ministers, consisting of Malenkov and 
the Deputy Chairmen. This group apparently has major coordinat- 
ing functions and presumably also policymaking power. Nikita S. 
Khrushchev, First Secretary of the Communist Party, who seems 
to be in charge of agriculture, too, though he has no formal minis- 
terial post, also probably sits in with this group. Thus the nine 
members of the Presidium of the Party's Central Committee make 
up an interlocking directorate occupying the chief places in both 
the Communist Party and the Soviet State, and exercising oligarchi- 
cal control over the Soviet Union. 

Attached to the Council of Ministers and reporting to it are a 
number of subgroups. The most important of these are the Central 
Statistical Administration, the Committee on State Security, the 


1 Pravda, April 28, 1954. 
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State Planning Committee (Gosplan), and the State Committee on 
Construction Affairs. Other groups deal with the Northern Sea 
Route, the Civil Aviation Fleet, Hydro-Meteorological Services, 
Weights and Measures, the TASS news agency, and the like.? 

The detailed, everyday operation of Soviet industry is organized 
and supervised by individual ministries, each. directing .a major 
segment of production. In the.early years of the Soviet-regime, 
virtually all state industry was directed by one central body. the 
Supreme Economic Council. During the 1930's this council was 
broken down successively into a large number of individual min- 
istries. After World War II, the trend was toward consolidation 
of ministries, and the greatest reduction in their number took place 
in the governmental reorganization immediately following Stalin's 
death. Thirteen months after Stalin's death, in April 1954, the num- 
ber of ministries was again raised sharply. 

Soviet. ministries are of two kinds; _all-union-and-union-republican. 


particular segments of the economy without regaxd for tbe internal 
administrative organization of the country, particularly jts diyision 
into 16 nominal republics. The union-republican ministries, on the 
other hand, have a dual organization consisting.of an over-all min- 
istry in Moscow, under which are republican ministries in the dif- 


organization usually acts as the republican ministry for the largest 
Soviet republic, the RSFSR, as well as a national ministry. 

The ministerial organization of the Soviet government created in 
late April 1954, reflecting the reversal of the consolidation policy 
adopted in March 1958, was as follows: * 


Aviation Industry Defense Industry 

Trade Food Products Industry 
Automobile Transport and Roads Consumer Goods Industry 
Foreign Trade Radiotechnical Industry 

Higher Education Communications 

State Control State Farms 

Health Protection Construction and Road Machinery 
Lumber Industry Construction of Metallurgical and 
Maritime and River Fleet Chemical Plants 


2 Ibid., March 16, 1958, and F. M. Marx, Foreign Governments, p. 471. New 
York: Prentice-Hall, 1949. 
3 Pravda, April 28, 1954. 
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Transport Machine Building Oil Industry 

Finance Meat and Dairy Products Industry 

Heavy Machine Building Building Materials Industry 

Nonferrous Metallurgy Transport 

Electric Power Stations Fish Industry 

Justice Agriculture 

Automobile, Tractor, and Farm Machine Tool and Instrument 
Machinery Building Industry 

Medium Machine Building Construction 

Paper and Woodworking Industry Ship Construction Industry 

Internal Affairs Coal Industry 

Geology and Conservation Chemical Industry 

Procurements Ferrous Metallurgy 

Culture Electrotechnical Industry 


Machine and Instrument Building 


The minister in charge of each ministry has power to issue orders 
to all plants and organizations in his jurisdiction and to appoint or 
dismiss the major officials subordinate to him. While the organiza- 
tion of each ministry differs somewhat from that of others, ordinarily 
a ministry will have technical, planning, finance, supply, sale, con- 
struction, manpower, and accounting divisions. These help the 
minister coordinate and direct the activities of the production units 
under his supervision.‘ Each minister is undisputed chief of his 
organization, though he consults regularly with his collegium, an 
advisory group composed usually of his chief assistants. 

The chain of command within each ministry, from the minister at 
the top to the individual plant or mine doing the actual production, 
depends on conditions and problems in that ministry. A complete 
organizational chart of Soviet industrial organization would be ex- 
tremely complex therefore, since there are many different patterns 
in chains of command in the different ministries. Fundamentally, 
however. there are three types of subdivisions below the ministerial 
level. The first is the chief adininistration-(Glavk, plural. Glavki). 
The chief administration is a sort of subministry, controlling plants 
in a given area producing a given type or types of products, as the 
case may be. Under the chief administration there may be either a 
trust or a.combine. Each of these is usually a group of plants com- 
bined in one administrative organization. Typically, a combine 


1G. Bienstock, S. M. Schwarz, and A. Yugow, Management in Russian In- 
dustry and. Agriculture, p. 7. New York: Oxford University Press, 1944. 
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consists of a group of related plants and other enterprises produc- 
ing one or a group of related products. Thus, the Magnitogorsk 
Combine is in charge of iron mines, steel mills, and coke chemical 
plants in and near the city of Magnitogorsk. In the past decade 
the trend in Soviet industrial organization has been towards sim- 
plification and elimination of intermediate administrative organiza- 
tions between the ministry and the final enterprise actually engaged 
in production. As a result, many of the most important plants in 
the USSR are directly subordinate to and controlled by the cor- 
responding ministry. In many other cases, however, plants are 
subordinate directly to a chief administration, or to a trust, which 
is in turn subordinate to a chief administration. The proliferation 
of administrative links can be even more complex in some cases.’ 
The ultimate Soviet production unit, from.the.administrative-point 
of view, is the enterprise, which may be a trust. a combine, or 
simply an individual factory. The enterprise is headed by a director 
who has full power of administration and control over it, within the 
limits set by higher authority. The enterprise is a legal entity that 
may sue or be sued in the courts. It operates on the basis of a 
separate charter registered with the government and approved 
either by the appropriate minister or by the Council of Ministers. 
Each enterprise operates on the basis of cost accounting and has 
certain fixed capital — buildings, machinery, and so on — conferred 
upon it by the government, as well as its own supply of working 
capital in the form of raw materials and. of money.in.the.hank, also 
received originally from.the state. In addition, each enterprise has 
its own production plan. It has a separate account in the State 
Bank. It has an individual accounting existence, that is, an inde- 
pendent balance sheet and profit-and-loss statement. The State 
Treasury is legally free of any liability for an enterprise's debts, 
though these enterprises are all state-owned and -operated.* 
Throughout the hierarchy of Soviet industrial administration, the 
principle of one-man control is paramount, though. each head i is ex- 
pected. to gpnsult with his. Yr The principle « of organization 


“BV. Gsovsl Gsovski, Soviet Civil Law, Vol. I, pp. 403-5. Ann Arbor: University 
of Michigan Law School, 1949. 
8 Ibid.; Savinsky, Kurs Promyshlennoy Statistiki, p. 38. 
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are subordinate to the over-all head, who directs orders down and 
reports up the ladder of command. 

Two interesting developments affecting industrial management 
manifested themselves after Stalin's death. On the one hand the 
public stress on the principle of "collective leadership" as opposed 
to “one-man rule" seemed to be contrary to the chief trend in Soviet 
management since the early 1930's. This seemed to require that 
ministers, plant managers, and similar executives attribute much 
more importance to their associates’ opinions than had earlier been 
customary. On the other hand, the power of individual ministers to 
shift capita! funds and otherwise to allocate resources among 
the plants under their jurisdiction was increased. That these re- 
forms did not solve the problems of the overgrown Soviet bureauc- 
racy is suggested by Premier Malenkov's statement, April 26, 1954: 


The Government has considerably increased the powers of minis- 
ters, heads of departments, and directors of chief administrations of 
ministries, with a view to raising the responsibility of ministries, 
achieving a higher level of efficiency, and ensuring timely solution 
of economic problems. This has already produced positive results 
and undoubtedly there will be still more as time goes on. But we 
cannot close our eves to the fact that many heads of ministries and 
departments, insteal of taking action and solving the problems that 
arise, indulge in unnecessary correspondence in order to escape 
responsibility and shift it on to others. 


Communist Party Secretary Khrushchev commented similarly the 
same day: 


Experience has shown that it is difficult for large ministries which 
embrace many branches of the economy and large numbers of diverse 
enterprises to give them proper and effective guidance. . . . Some 
ministers seem to think their job is to build up a large and cumber- 
some apparatus. They have to be corrected . . . we must drastically 
cut down correspondence and inflated record-keeping and mercilessly 
root out bureaucracy and guidance by correspondence. 


One glimpse into the extent and working of Soviet bureaucracy 
was given in a Pravda editorial, May 10, 1954, describing the past 
organization of the Ministry of Construction: 


. the ministry had 514 administrations, divisions, and sectors; 
194 of these had 2-3 workers each. The ministry’s incoming and 
outgoing mail during the past year and January 1954 was over one 
and a half million documents, or about 5,000 daily. During the same 
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period the ministry daily sent its construction enterprises 2,350 
instructions, circulars, and letters. 


An Organizational Example 


The general schemata of Soviet industrial organization within a 
ministry sketched above may be illustrated by reference to the 
early postwar organization of the Ministry for Ferrous Metallurgy. 
At the top level was the minister, assisted by some twenty-eight 
functional groups. Among these were twelve functional chief ad- 
ministrations, handling such matters as personnel and pay, purchase 
of production supplies (Glavsnab), labor force procurement (Gla- 
vurs) sale of ferrous metals produced (Glavmetallosbyt), capital 
construction, industrial equipment, electric power, transport, geo- 
logical research, scrap-metal procurement and processing, and 
schools. In addition there were sixteen smaller functional groups, 
dealing with planning, finances, bookkeeping, housing, legal prob- 
lems, archives, office administration, metallurgical journals, and 
so on. 

Production units immediately subordinate to the ministry fell into 
three groups: (1) Chief administrations for Metallurgical Industry 
of the South and Center; special steels; steel pipe; Urals metallurgy; 
ferro-alloys; metal articles; construction of ferrous metallurgical 
machinery; firebrick; iron ore; coke; and timber for ferrous metal- 
lurgy. (2) A special production department directly under the min- 
ister included the nine most important plants in the ministry 
immediately after World War II, including the Magnitogorsk and 
Kuznetsk combines among others. This production department was 
essentially the most important chief administration in the ministry. 
(3) Production trusts for ferrous metallurgical timber (Moscow); 
ferrous metallurgical electric power; Donets Basin water; ferrous 
metallurgical timber in the south. 

Of the twelve chief administrations listed above, all but two — 
those for iron ore and metallurgical timber — directly operated all 
enterprises subordinate to them. These ten illustrated a three-link 
chain of command: ministry — chief administration — enterprise. 
The Chief Ore Administration had five major production trusts 
under it, for Urals iron ore, Krivoy Rog iron ore, Chiatura manga- 
nese, Nikopol manganese, and USSR fuorspar. Each of these trusts 


fi 
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had mine administrations as the enterprises under it, so that in 
this case the four-link chain of command was: ministry — chief ad- 
ministration — trust — enterprise. A similar pattern existed in the 
Chief Administration for Ferrous Metallurgical Timber, which con- 
sisted of six trusts: one for metallurgical woodworking and five for 
timber production. Under these trusts were enterprises such as 
timber camps, woodworking factories, and mechanized timber cen- 
ters, the bottom units in a similar four-link chain of command." 
The organizational structure sketched above is that of an almost 
completely integrated iron and steel industry under one manage- 
ment, producing, except for coal, almost all its significant basic raw 
materials, iron ore, manganese, ferro-alloys, Auorspar, coke, timber, 


\and so on, as well as much of the machinery required for its opera- 
` tions. The ministry provided housing for its workers and sold them 


consumer goods in enterprise stores. It operated newspapers, 
trained technicians, and carried out numerous other varied activities 
contributing in one way or another to final output of all types of iron 
and steel products. It was an empire in itself, with the minister at the 
top holding undisputed sway over this vast complex of activity 
spread throughout the Soviet Union. 


Other Types of State Industry 


The Ministry of Ferrous Metallurgy sketched above was at that 
time an example of an all-union industry. Other types of industry 
in the USSR are organized on a republic or local basis, or are 
operated incidentally to the major activities of a nonindustrial 
ministry or other organization. Republican industry includes pri- 
marily ministries producing consumer. goods, food, and construction 
materials. Republican governments, say in the Ukraine or Uzbeki- 
stan, play important roles in directing these branches of industry, 
though ultimate control and coordination still remain in Moscow. 
Soviet local industry consists of small enterprises in particular local- 
ities, serving the needs of consumers in that region by processing raw 
materials obtainable there. Thus a small coal deposit may be worked 
by a unit of local industry to supply the needs of a nearby town, or 

TA. Arakelian, Industrial Management in the USSR, pp. 108-9. Washington: 
Public Affairs Press, 1950. A more extensive discussion of this point is given in 
David Granick, Management of the Industrial Firm in the USSR, pp. 14-21. 


New York: Columbia University Press, 1954. The entire volume is rclevant to 
the matters discussed in this chapter. 


SOVIET INDUSTRY: ORGANIZATION AND OPERATION 191 


a group of workers may turn timber obtained nearby into furniture 
sold only locally. There is a Minister of Local Industry in each 
union republic (but none at the national level) who supervises the 
operation of these many small enterprises in his area. There is a 
hierarchy of control going down to each lower territorial level. At 
each stage (province, territory, city, village, or small district) the 
local industry there is subordinate both to the appropriate official or 
government department and to the local government as a whole in 
a system of dual subordination to functional and administrative- 
territorial authorities. Nonindustrial ministries’ industrial operations 
include such enterprises as the repair shops of the Transport Min- 
istry. These subordinate industrial enterprises produce about 10 
per cent of all output of state industry.? 


Control Mechanisms 


While primary responsibility fox everyday operation and super- 
vision of Soviet industry is in the hands of the appropriate ministries 
and their subordinate bodies, a large number of other control 
organizations are constantly.active. The State Planning. Committee, 
through its representatives throughout the country, keeps constant 
check on the fulfillment or lack of fulfillment of the industrial. out- 
put plans. The Ministry of I ‘of Finar Finance, through the State Bank and its 
tax collection officials, also constantly checks the financial aspects 
of industrial operations, and through them the actual conduct of 
enterprises. The Communist Party, at all levels — from the Presidium 
to the local party group in a factory — is constantly engaged in 
similar checking, and frequently intervenes to order. changes or even 
to replace unsatisfactory personnel. The higher Communist Party 
bodies, such as republican, provincial, and city party committees, 
frequently have elaborate organizations paralleling the ministerial 
organizations to keep constant check on the course of output. 

Not least important among these control mechanisms is that 
directly subordinate to the Central Committee of the Communist 
Party. 'The Production Departments of the Committee's "apparatus" 
make special investigations of industrial operations and coordinate 
the activities of subordinate party groups in exercising economic 
controls.? 


8 Arakelian, op. cit., pp. 104, 110-11. 3 
9 Louis Nemzer, "The Kremlin's Professional Staff . . .," The American Polit- 
ical Science Review, March 1950, pp. 84-85. 
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The Ministry of State Control "exercises a general watchdog role 
Over state property and administration. Like the Ministry of Finance, 
it is charged with strict control over expenditures of state funds, 
and it also has a broader mandate to check the fulfillment of all 
governmental decisions." Its organization parallels that of the state 
administration, and it has control personnel in all important factories, 
warehouses, and other units. These controllers have the right of 
access to all administrative records and may undertake documentary 
audits. The ministry may issue reprimands, levy fines up to the 
amount of three months' salary, order the removal of offending 
personnel, or submit charges against administrative personnel before 
courts. The ministry works closely with Communist Party groups 
at all levels. 

The secret police of the Ministry of Internal Affairs (MVD) also 
exercise important control functions. Secret police agents permeate 
the entire fabric of Soviet society, with representation in all enter- 
prises and at all levels of industrial administration. The secret police 
apparently not only make arrests where necessary, but also try and 
sentence individuals to banishment from particular localities or to 
serve sentences at forced labor in "correctional labor camps." The 
secret police also work closely with the Communist Party organiza- 
tion, and their members are usually required to be party members.!? 

An informal but frequently important type of control is that 
known as criticism and self-criticism (kritika i samo-kritika). In 
theory all persons in the Soviet Union are encouraged to complain 
publicly about derelictions of duty, poor work, violations of govern- 
ment orders, and so forth. These complaints may be voiced in shop 
meetings, in letters to the newspaper or to a government organiza- 
tion, or in other ways. Newspapers frequently print articles of 
criticism based on information gathered by their reporters in a 
particular factory or ministry. Those criticized are expected to de- 
fend themselves and to acknowledge their errors preliminary to 
correcting them if the charges are true. This criticism and self- 
criticism, however, are limited to revealing defects in the way in 
which government orders are being executed. Basic government 


10 Merle Fainsod, How Russia is Ruled, chaps. 13 and 15. Cambridge: Har- 
vard University Press, 1953. The Central Statistical Administration also has an 


important control and inspection system, Cf. Vestnik Statistiki, No. 3 (1953), 
p. 67. 
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policy and the highest officials in the Presidium are immune to such 
criticism from below, and any effort by subordinate personnel to 
subject them to it publicly would meet with swift punishment as 
sedition. The salutary effect of this criticism and self-criticism is 
tempered, however, by the fact that those who engage in it — say 
ordinary workers in a factory — expose themselves to the vengeance 
of those they have attacked. Frequently, study of the Soviet press 
suggests, those who attempt to avail themselves of this privilege 
suffer grievous consequences, though the government tries to pro- 
tect them if it becomes aware of such illegal punishment. Some- 
times, too, there is collaboration between party, government, and 
industrial officials in an area to protect one another against the 
barbs of criticism and self-criticism. 

It is clear from the above that those who direct Soviet industry 
(as well as other sections of the Soviet economy and society) are 
constantly under surveillance from many quarters and are under 
extreme pressure to fulfill the orders they.receive from above, no 
matter what the obstacles. Punishment for wrongdoing is severe, 
and mere failure to fulfill one's plan — even because of factors 
beyond the control of the "culprit" — may be punished by superiors 
who refuse to recognize what are sneeringly referred to as "ob- 
jective” causes. In the 1930's failure to achieve production plans 
was sometimes interpreted as sabotage, and dire punishment was 
administered to those found guilty. Since World War II there have 
been no such publicized sabotage trials, but reports have been 
published from time to time saying industrial chiefs have been sent 
to prison for various offenses, particularly for production of poor- 
quality goods.!! The heads of Soviet industry at all levels undoubt- 
edly work under great tension and strain. as a result of the multiple 
checks upon them and the possible penalties they may incur. They 
undoubtedly transmit the impact of this tension to all those working 
under them, so that it affects all engaged in production. 

The fear of punishment in case of failure to meet government 
plans is so great that industrial managers, not infrequently, are 
driven to perform grossly illegal acts so as to meet their plans or to 
cover up their failure. Thus many reports have been published of 
officials’ having illegally required workers to work overtime or to 
work on their days off at the end of a month so as to meet the pro- 

11 Cf, for example, Moskovskaya Pravda, April 9, 1950. 
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duction plan. Managers sometimes falsify their reports to the state 
on production and reserves in an effort to hide their failure.!? Many 
managers apparently try to secure minimal production plans, to 
hoard scarce materials and labor, or otherwise to serve their own 
or their organizations’ immediate ends at the expense of the economy 
as a whole? They put their own. bureaucratic and sectional in- 
terests first to.avoid. punishment for failure.and.to gain rewards. for 
accomplishment. M 


Enterprise Organization and Operation 


The organization of an industrial enterprise will depend upon 
its size and complexity. The basic chain of command is from the 
director to the shop chiefs to the foremen to the brigade leaders. 
The director has a number of-functional. departments — for planning, 
finance, payroll, personnel, technica] contro], supply and sales, and 
so on — and a number of assistants, of whom the most important is 
the chief engineer. The latter is directly in charge of production 
and has under him such functionaries as the chief designer, chief 
mechanic, and chief electrician. The enterprise is divided into a 
number of workshops, each with its own chief. Under him is a shop 
planning and dispatching bureau, a technical bureau, a shop 
mechanic, shop office manager, bookkeeper, and others. The bureaus 
are headed by assistant shop chiefs. Small workshops have less 
complex organizations. Foremen have messengers, order-bearers, 
and instructors under them.!5 

In theory, the enterprise director has complete charge of all 
activities and personnel under him. This nominal position he enjoys 
is the result of a long, complex development and is not always true 
in practice. In the 1920's and early 1930's a brisk conflict was waged 
over the best method.of control. in Soviet industry. For a time there 
was a triumvirate in charge, consisting of. the plant. manager, the 
plant's Communist. Party .chief,-and.the plant's trade-union. head. 
But this three-man control was done away with about two decades 


12 Pravda Ukrainy, November 11, 1949; Pravda, November 23, 1949. 

18 Bolshevik, July 15, 1949, p. 4. 

14 Excellent general discussions of these points are to be found in J. S. Ber- 
liner, "The Informal Organization of the Soviet Firm," Quarterly Journal of 
Economics, August 1952, and Fortune, February 1953. 

16 Arakelian, op. cit., pp. 126-27. 
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ago. In part this disolution of "triangle" control was the result of 
the complete subordination of the Soviet trade-union movement to 
the Soviet drive for production. Union leaders do not now usually 
try to protect the interests of of workers too strongly. where the 
i “action might interfere rfere with the growth 
of Sec um TEC Tr relationship betw -between the. plant 
manager and the local communist cell in his. plant. or the. local 
Communist Party. authorities in his area is, however,still -farfrom 
adequately solved. Readers of the Soviet press find frequent 
articles dealing with this subject. These articles sometimes berate 
communists in a given plant or area for interfering excessively with 
the operation of particular industrial plants or mines. At other times 
these articles attack local factory or other communist units for not 
keeping close enough check on economic activity and not acting 
sufficiently vigorously to help or force plant managers to end de- 
ficiencies. Undoubtedly Communist Party officials still play im- 
portant roles in.the direction of production at many. enterprises.16 

Within the limits of the directives sent down by bigher authorities, 
the management of each enterprise works out the. so-called -tech- 
nical-industrial-financial plan for that enterprise (tekhpromfinplan). 
This technical-industrial-financial plan covers the following matters 
in great detail for each enterprise: estimated. number of workers to 
be employed; estimated . payroll; production .cost. plan;..estimated 
requirements for fuel, electric. power, raw. materials, .semifinished 
products, and equipment; norms for utilization. of plant.equipment; 
organizational and technical measures-to..be..employed. for. most 
efficient utilization of plant resources; and.the financial results to 
be sought by the management during the annual, quarterly, or 
monthly period covered by the particular technical-industrial- 
financial plan. In addition, this plan covers such matters as the 
distribution of the plant's products, introduction of new processes, 
details of plant expansion, production other than that of the main 
items turned out at the plant, cooperation with other enterprises, 
and other matters. The program for cooperation of an enterprise 
with other enterprises is based upon information supplied it re- 
garding the availability of supplies it needs and the requirements 
of the enterprises to which it sells its products. The technical- 
industrial-financial plan for each enterprise is submitted to higher 


16 Bienstock, Schwarz and Yugow, op. cit., pp. 35-38. 
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authorities. When approved by them it becomes the concrete pro- 
gram of action guiding the management of that enterprise. In the 
course of working out this plan, the management of each enterprise 
has an opportunity to suggest changes in the directives given it by 
higher authorities. These changes are welcomed particularly if they 
permit greater production or lower-cost output!" 

Most Soviet industrial enterprises operate in accordance with 
the principles of economic accountability (khozraschet). By eco- 
nomic accountability is meant essentially that each enterprise is 
considered as an independent, quasi-corporation endowed with cer- 
tain resources. The enterprise must use its resources in accordance 
with its plan and with the objective also of attaining maximum profit 
within the framework of the plan's goals. Relationships between 
enterprises are commercial relationships, that is, they are sales or 
purchases for money at prices fixed by higher authorities. Each 
enterprise is empowered to enter into legally binding contracts with 
other enterprises. It may be sued in court and made to pay damages 
for nonfulfillment of a contract. All transactions entered into by a 
plant are measured in money terms as well as in units of physical 
product. The over-all success of-a plant or enterprise is judged in 
terms. of its ability to fulfill or overfulfill its production goals and 
to lower its material and money costs. The legal fiction of the 
independence of each enterprise is maintained, though each such 
enterprise is purely a creature of the state. The transactions in 
which it engages with other state-owned enterprises are really in 
the nature of bookkeeping transactions.!$ 

It is clear from the above that a Soviet enterprise resembles in 
some respects an ordinary commercial production unit in our society. 
An American company, like its Russian counterpart, buys and sells; 
has only a limited amount of resources with which to work; is legally 
responsible for observance of contracts; may borrow from the banks 
for additional working capital needs; and so on. But there are also 
important differences. A Soviet plant director, for example, cannot, 
in general, sell any important part of his fixed capital — a building, 
a machine, or the like — without specific instructions or permission 
from higher authorities. He may not sell at prices other than those 

17 Ibid., pp. 53-54. 


18 A, V. Venediktov, Gosudarstvennaya Sotsialisticheskaya Sobstvennost, pp. 
518-16. Moscow-Leningrad: 1948. 
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set.by-his-superiors, even if selling at those prices requires him to 
take a loss. He. is.not.expected. to adjust his production so as to 
emphasize the output of most profitable items and minimize the out- 
put of the least profitable items. Instead, he is required to produce 
an assortment of goods in the quantity and quality called for by his 
plan. From time to time the Soviet press complains that directors of 
enterprises in the USSR have violated these prohibitions, that is, 
have sold items of fixed capital or adjusted their production so as to 
maximize profit in violation of the plan. The practice appears to be 
widespread although persons guilty of such offenses are liable to 
dismissal or more severe punishment, including imprisonment.!? 

In his. direction. of everyday activity, .the enterprise head is. very 
severely limited... The -prices he. may..charge; -the-unit- expenditure 
of materials, fuel. electric power; the total number of workers he 
may employ; the total amount of payroll he may pay. out; and.other 
key facets of the economic environment. are. set for him. by. higher 
authorities, and he must stay within those limits. Usually he is not 
responsible for buying the equipment and materials he needs, or for 
the sale of the commodities he produces, all these important func- 
tions being performed by organs of the ministry or chief adminstra- 
tion superior to him. All these restrictions limit most seriously his 
area of discretion and the flexibility with which he can use the re- 
sources put at his command. for. productive. purposes.?? 


may have more flexibility in their operations and more opportunities 
to exercise their initiative has been recognized by. the Soviet, govem- 
ment. Thus in 1940, Pravda published a letter by four Leningrad 
plant managers complaining of the restrictions put on them that pre- 
vented them from using their resources to best advantage.?! Pravda 
and other periodicals responded sympathetically to these complaints 
and denounced the excessively strict control exercised by chief 
administrations and ministries over subordinate bodies. The So- 
viet government has complained about the excessive turnover of 
directors and engineers, who have often been shifted from post 
to post before they could really get started running their en- 

19 Some interesting examples of cases where Soviet plant directors have at- 
tempted to act like the owners of capitalist enterprises by selling items of fixed 
capital are given in Venediktov, op. cit., pp. 405-8. 


?9 Bienstock, Schwarz, and Yugow, op. cit., pp. 9, 10. 
21 Praoda, September 10, 1940. 
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terprises.?? Presumably progress has been achieved in giving these 
supervisory enterprise officials more power and greater stability 
in their positions. Yet it is significant that in May 1950 a Leningrad 
factory director still found it necessary to complain in these terms: 


. .. It is impossible to evade the question of the rights of the direc- 
tor, which has long been a sore point. The existing control by 
ministries and chief administrations now binds enterprise directors 
hand and foot. The director’s activities are bounded by all kinds of 
limitations, often contradictory ones. He does not have the right to 
strengthen one part of the work at the expense of another. He must 
strictly maintain the official staff table of organization, which is long 
since obsolete and by its very nature is distinguished by its inertia, 
failing to correspond to the dialectical character of production, 
which is always changing and putting forward new requirements. 
The director may not deviate by an iota from the general sum of 
wages and even within its limits he may not reward, for example, 
the most talented constructors or technologists.?3 


Another important means of control over the activities of the 
manager of an enterprise or higher organ in the industrial hierarchy 
is the so-called "control by the ruble" exercised by the Soviet bank- 
ing system. All enterprises are compelled to have accounts in the 
State Bank, and virtually all short-term credit available to them 
comes from this source alone. In the case of a purchase or a sale 
by an enterprise or other production unit, the financial transaction is 
handled by the State Bank. The bank credits the account of the 
seller and debits the account of the purchaser after the purchaser 
has accepted the goods or otherwise given specific authority for 
payment. 

Short-term credit is extended, to an enterprise only for strictly 
determined goals, usually set down in advance by the enterprise's 
credit and financial plan. These objectives are primarily the financ- 
ing of goods in transit, financing seasonal processes of production, 
and financing the accumulation of seasonal reserves of raw materials, 
fuel, finished products, and so on. Loans are usually made for 
three-month periods, and interest is paid on them. Credit is ex- 
tended outside that provided for in an enterprise's financial plan in 
the event of emergencies creating unforeseen credit needs. Banks 
also supervise strictly the number of workers employed by in- 


22 Bienstock, Schwarz, and Yugow, op. cit., p. 11. 
?3 Leningradskaya Pravda, May 12, 1950. 
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dividual enterprises and the payment of wages. In general, the 
banking system acts as the state's fipancial averseer, insuring that 
financial discipline is maintained by. a plant. This includes seeing 
to it that the plant’s expenditures are kept within its plan and 
making sure that it meets its obligations to other plant, in other 
parts of the economy. The fact that enterprises are forbidden to 
make settlements of any significant size between each other by 
means of cash payments helps a good deal in assuring the adequacy 
of this bank control of financial discipline.?* 

The Leningrad factory director quoted above on the limitations 
of directors’ powers complained at the same time about the 
mechanistic, bureaucratic way in which the State Bank controlled 
enterprises’ funds. An enterprise can fulfill or overfulfill its produc- 
tion plans, yet it may fall into serious financial difficulties and have 
trouble buying raw materials or meeting its bills because its cus- 
tomers are delinquent in their payments. In such cases, he added, 
bank officials should take account of the peculiarities of the situation 
rather than operating purely on the basis of the financial picture 
presented by the enterprise’s bank account. 

The other side of the picture in the controversies between enter- 
prise directors and their superiors or controllers is often presented by 
complaints in the Soviet press. It is not unusual, for example, to 
read denunciations of plant managers who regard themselves as the 
“boss” of their establishment and who refuse to take advice or 
suggestions from any source, even the local Communist Party group. 
Many managers, apparently, also care about little but meeting their 
production goals and are indifferent as to how they achieve this end. 
In many branches of Soviet industry it is apparently common prac- 
tice each month to work at a leisurely tempo during the first ten 
days, speed up a bit in the middle of the month, and then work 
frantically in the last ten days to meet the month’s output objec- 
tive. The practice is apparently motivated by the desire for over- 
time pay at the end of the month.?5 


24 Finansy SSR Za XXX Let, pp. 119-20. Moscow: 1947. Arnold, Banks, 
Credit, and Money in Soviet Russia, pp. 375-79. Bienstock, Schwarz, and 
Yugow, op. cit., pp. 89-90. 

?5 C£, the typical complaints in Moskovskaya Pravda, August 3, 1950 and 
Planovoye Khozyaistvo, No. 4 (1950), p. 88. Also cf. L. M. Herman, “The 
Pattern of Soviet Industrial Expansion," Problems of Communism, No. 6 (1953), 
p. 19. 
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Purchase and Sale 


Purchases and sales of industrial commodities are handled through 
a complex set of organizations directed by an annual distribution 
plan prepared by the State Planning Committee and approved by 
the Council of Ministers. The organ of procurement for each 
ministry is usually a Chief Administration of Supply (Glavsnab), 
which has regional offices and local agencies. There are also supply 
divisions in individual enterprises. The chief organ of sale in each 
ministry is usually the Chief Administration for Sale of Products 
(Glavsbyt). This body usually also has local offices and affiliates that 
work with the sales divisions of individual enterprises. In general, 
the Chief Administrations of Supply and Sale have primary re- 
sponsibility for purchasing or selling the commodities required or 
produced by the plants subordinate to them. 

The activities of these organizations are particularly important 
with regard to the most scarce commodities, the so-called "funded" 
commodities and "quota" commodities. Funded commodities are 
not sold by their producers directly, but are distributed by direct 
orders of the central government under strict allocation. These 
allocations specify the amount of each such commodity to be 
supplied each particular user. Such strict allocation is deemed 
necessary because of the great scarcity and importance of these 
funded commodities. Quota commodities are supplied by the 
ministries producing them to any individual user, provided that the 
quota allocated to the user's industry or area in the procurement 
plan has not all been used up. The third major group of commodities 
bought by Soviet plants are obtained by the so-called "decentralized" 
purchases. These are largely agricultural raw materials and products 
of local industrial plants, such as building materials. They are 
bought locally throughout the country by the local offices of Chief 
Administrations of Supply, as well as by the purchasing officers of 
individual enterprises.?5 

The Chief Administration for Supply or Sale of each ministry 
exercises rigid control over the enterprises and offices subordinate 


26 One writer has suggested that the system of quota commodities has been 
abandoned since World War II and all commodities are now either "funded" 
or obtained through decentralized purchases. Cf. Barrington Moore, Jr., Terror 
and Progress USSR, p. 43. Cambridge: Harvard University Press, 1954. 
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to it and keeps detailed accounts of their activities. That these 
organs do not operate with maximum efficiency is suggested by the 
frequent complaints in the Soviet press regarding the proliferation 
of needless procurement and sales agencies throughout the country. 
These apparently often duplicate each other’s efforts and, striving to 
justify their existence in any way, sometimes go far beyond the 
activities nominally allocated to them by their home organizations.27 

Despite the great abundance of organizations devoted to arrang- 
ing ‘for the flow of materials and parts. complaints in in the Soviet 
press suggest that the industrial supply system does not operate 
satisfactorily. In the summer of 1950, the central press carried 
articles denouncing the fact that parts for plants in the Urals, for 
example, are obtained from supply sources in all parts of the country 
and have to be moved great distances. Failure to integrate produc- 
tion of parts and.raw materials.properly with. the. work of assembly 
plants results in work interruptions. or. the ,necessity of resorting 
to airplane delivery. to. keep. plants operating. On May 10, 1950, 
Moskovskaya Pravda denounced the poor organization for consumer- 
goods plants in and around Moscow. It revealed that a class of 
unofficial middlemen had sprung up. These make a living, ap- 
parently, by searching out plants that have surpluses and deficits of 
different materials and arranging barter deals among them, receiv- 
ing fees or commissions for their work. Some of these deals are 
reported to be quite complicated, requiring exchanges among four 
or five different plants at one time. All this is quite illegal, but is 
apparently resorted to by enterprise managers — and tolerated by 
their superiors — because of the failure of official supply channels 
to meet their needs. Related to this is the widespread use of 
"pushers" or expediters (the so-called tolkachy) to speed up materials 
delivery. The Soviet economics magazine Voprosy Ekonomiki (No. 
7, 1953, p. 11) reported in late 1953 that one Urals plant had 
diverted more than 1,000 workers from production in the preceding 
two years so they might act as "pushers." It is probably only 
because of the use of these extralegal and semilegal expedients that 
the supply system manages to work with tolerable satisfaction. That 
corruption thrives under these conditions seems unquestionable.?5 


?1 Bienstock, Schwarz, and Yugow, op. cit., pp. 58-65. 
28 Cf. Joseph S. Berliner, ““Blat’ is Higher than Stalin!” Problems of Com- 
munism, No. 1 (1954), pp. 22-31. 
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The Industrial Price System 


In a free-enterprise economy, prices are sensitive barometers of 
supply and demand, changing in response to bids and offers on the 
market and also in response to more general factors, such as the 
supply of money. They are among the primary determinants of de- 
cisions by producers and consumers. In the Soviet economy, prices 
have plaved a secondary. role, and. the basic decisions embodied in 
economic plans have often been based on other considerations, such 
as the government's | desire to attain a given level of production or 
the physical availability of different raw materials, Nevertheless, 
within the circumscribed area in which industrial managers or con- 
sumers are free to make decisions, prices play an important role. 
The enterprise director is expected to produce at lowest cost and 
make maximum profit consistent with the plan; and where he has 
freedom of choice he will seek to buy at the lowest price and sell 
at the highest one. 

To the extent that prices do not reflect underlying demand and 
supply conditions, they tend to produce changes that worsen, a 
given situation. Thus in the postwar period immediately after 1945, 
petroleum was in very short supply in the USSR. In a freely com- 
petitive economy this would have resulted in a price rise to the 
point where demand was reduced to the available supply. This 
apparently did not happen in the USSR, and the Soviet government 
was obliged to apply other pressures to induce enterprises of all 
types to convert from petroleum to other fuels and to exercise 
maximal economy in utilizing gasoline, lubricating oils, and other 
petroleum products. Moreover, apparently, the price pattern before 
1949 was such as to encourage overproduction of some commodities 
in excess of planned quantities and underproduction of others, as 
hard-pressed enterprise directors sought to maximize their profits 
by producing the most advantageous commodities in terms of cost- 
price relationships. Complaints appeared frequently in the Soviet 
press that enterprises were violating their orders regarding the 
assortment and relative proportions of different items in their out- 
put, although exceeding their production plan in terms of the value 
of total production. 

For planning purposes, Soviet enterprises and other organizations 
used three different sets of prices before January 1, 1949. These 
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were the constant 1926-27 prices, officially fixed wholesale prices, 
and so-called current planning prices. The character and deficiencies 
of 1926-27 prices have been discussed earlier. The fixed wholesale 
prices are those at which goods are actually bought and. sold 
between enterprises. The current planning prices seem to be closely 
linked with the. wholesale prices-and. would. perhaps. be. the. same 
except for state subsidies. They are used in.planning the volume of 
investment in the national economy.?? 

The utilization of these different sets of prices introduced diffi- 
culties in planning work, both because of the deficiencies of the 
1926-27 quotations and because of the significant differences in the 
relative proportions of the prices for different commodities from 
one set of prices to another. Thus (to take an example from the 
petroleum industry) in terms of 1926-27 prices, petroleum coke 
of the second grade was more than seven times as expensive as 
fuel oil. In terms of 1948 wholesale prices, petroleum coke of the 
second grade was only little more than twice as expensive as fuel 
oil. In terms of the third set of 1948 prices — labeled "new corrected 
prices" — this grade of coke was only about two thirds as expensive 
as fuel oil! ° Such discrepancies must undoubtedly have resulted 
jn much confusion before planning was shifted entirely to a current 
wholesale price basis, beginning in 1949. 

For our study. o£ Soviet industrial organization and operation, the 
most important prices are. those actually. employed in transactions, 
the wholesale prices. These are set on the, following basis: The 
government estimates total planned cost, that is, the cost of raw 
materials, wages, and other items, set.at the level desired by.the 
state. To this is added the planned profit allocated to that firm, 
whatever it. may.be. Finally, where applicable. there is added the 
turnover.tax (a sales tax applied to many commodities). The sum 
of planned.costs, planned profit, and turnover tax, if any, is the 
final price. It will be noted that the planned costs set need have no 
relation to the actual costs of a given plant. Planned costs may even 
be uniform for all plants in a given branch of industry. though 
these plants may have sharply different actual costs. The function 
of a plant manager may be defined in part as the maximization of 


29M. C. Kaser, “Soviet Planning and the Price Mechanism," Economic 
Journal, March 1950, pp. 84-86. 
30 Ibid., p. 88n. 
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profit from his sales at government fixed prices by lowering his costs 
as far below the planned costs as possible. It is only in this sense 
that maximization of profit is a primary goal t of Soviet industrial 
management. This is obviously a much more limited sense se than 
that in which the same notion of profit maximization is used in our 
own and other capitalist societies.?! 

Data published in the June 1950 issue of Voprosy Ekonomiki 
shed important light on the difficulties facing Soviet price fixers 
because of the great variations in costs among different plants 
producing the same product. In the third quarter of 1949, for 
example, the actual cost of producing pig iron was 70 per cent 
greater in Ukrainian metallurgical plants than at Magnitogorsk. 
Similarly in the case of petroleum the cost of obtaining one ton of 
petroleum from Baku in 1941 was 16.6 rubles. At the same time 
in the Syzran oil field the equivalent cost was 39.7 rubles, more than 
twice as much. In the case of coal, data for 1940 show that the 
cost of production in the eastern regions of the USSR was 58-71 
per cent less than the average cost for the entire country. The cost 
differential was even wider when comparison was made between 
the low cost eastern areas and the very high cost Donbas region. 
These prewar differentials were apparently broadened in the post- 
war period. To meet this problem of sharply differing costs, Soviet 
planners have apparently set markedly different prices for similar 
products at least in some cases. Thus in 1940 the wholesale price 
of a ton of coke made from Kuznetsk coal was 47 rubles 80 kopeks, 
while Donets coke was priced at 67 rubles per ton. This differential 
was apparently preserved as late as 1950. 

Soviet planners considered that the power of fixing prices is one 
of the most important weapons in their hands, permitting them to 
stimulate attainment of the objectives of maximum production at 
constantly decreasing costs. By reducing planned costs they apply 
pressure on enterprise directors to lower the actual costs of pro- 
duction in order to make a profit. Moreover, the Soviet government 
has sometimes adjusted prices in order to stimulate the growth of 
various parts of the economy. Thus, in the early 1930's the govern- 
ment maintained extremely low prices for coal, wood, ores, metals, 
and a number of other products. These low prices were intended 
to make possible the rapid development of the machinery industries 


31 Planovoye Khozyaistvo, No. 6 (1945), p. 60. 
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buying these raw materials on which prices were kept down below 
cost. The losses sustained by the industries whose prices were 
thus kept down were made up through direct subsidies from the 
government budget. As the machinery industries succeeded in 
reducing their own costs substantially, so that they could begin to 
make a profit, the government, beginning in 1936, adjusted prices 
of raw materials and other products upward so as to bring them 
more closely into line with their actual costs. The objective through- 
out, however, was to maintain a price structure that would stimulate 
growth of production. Once this growth of production had been 
achieved, prices began to be brought into line with costs, in order 
to encourage greater efficiency and economy in the use of re- 
sources.?? It is evident that sometimes the Soviet government plans 
prices so as actually to make what we may term a planned loss, 
that is, it deliberately orders goods sold at a net price below their 
cost of production. The rate of profit or loss planned for different 
industries or products may vary widely, the available evidence in- 
dicates. Thus, in 1937 it was planned for the oil industry to make 
over 27 per cent profit, and for the cement industry to lose more 
than 7 per cent, other branches of heavy industry having profits 
or losses in between the two. 

Rates of profit on individual commodities also vary widely. Thus, 
in early 1938, spare parts for autos were bringing the automobile 
industry about 39 per cent profit, while spare parts for tractors were 
bringing the tractor industry a profit in excess of 150 per cent. 
Rubber shoes were bringing in an average profit of about 200 per 
cent, but auto tires were being sold at an average loss of 30 per cent. 
Some farm machines were sold for 25 per cent over cost; others were 
sold at a loss. In the cotton textile industry, some products were 
sold for profits of 20 to 30 per cent, while others were sold at losses 
ranging up to 10 or 15 per cent. A Soviet economist, commenting on 
these vagaries in the prices and profits set by the Soviet government, 
urged that economically unjustified differences in profits be elimi- 
nated. He did not go so far, however, as to urge that one uniform 
level of profit be set throughout all state industry, arguing merely 
that profits be adjusted in each branch to the situation and needs 
existing tbere.33 


32 Planovoye Khozyaistvo, No. 10 (1938), p. 60; and No. 1 (1989), p. 118. 
33 Ibid., No. 10 (1938), pp. 57-64 
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During World War II the Soviet government apparently main- 
tained most prices for raw materials, fuel, industrial equipment, and 
other goods at constant levels, despite the fact that many of these 
industries suffered increased costs due to the dislocations and 
changes of wartime. Prices were altered somewhat so as to establish 
comparatively high profits for some urgently needed goods, such 
as spare parts and some instruments. In these cases the government 
established prices at twice the normal rate for deliveries in excess 
of the plan. Increased prices were also established where it was 
necessary to stimulate production of products requiring relatively 
large amounts of labor. In the iron and steel industry, for example, 
the government established differential profits for different groups 
of products, based on the laboriousness of their production. On 
the whole however, the effort was made to keep industrial prices 
stable or to reduce them, as in the case of war-equipment items, 
whose output rose tremendously while their costs fell during the 
conflict. 

This policy was apparently continued in the early postwar years. 
A necessary consequence of it, however, was the fact that many 
branches of heavy industry lost substantial sums and had to be reim- 
bursed through government subsidy. Not until 1948 did many 
of these plants begin to become profitable. as government pressure 
was exerted for lower costs and improved operation under more 
normal peacetime conditions. On January 1, 1949, a new price 
system was put into effect for a number of branches of heavy in- 
dustry. This provided increases in the wholesale prices of metals, 
fuel, electricity, timber, cement, and bricks, as well as in railroad 
freight rates, in order to help eliminate the losses being suffered 
and to remove the need for government subsidies. As one Soviet 
economist explains the matter: 


The system of government subsidies which was necessary in the 
years of the patriotic war and in the conditions of postwar recon- 
struction of the economy, became a hindrance to the path of further 
development of the national economy. It destroyed the basis of 
economic accountability—the coincidence of expenditures and the 
results of production. the guaranteeing of expenditures through the 
means of enterprises themselves. The system of government subsi- 
dies tends to make enterprises live from government budgetary sub- 


34 Ibid., No. 6 (1945), pp. 61, 62, 67. 
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sidies, it weakens the stimulus to struggle for lower costs, and it 
contradicts the task of strengthening the Soviet ruble.35 


In the new prices set in 1949, account was apparently taken of 
the disproportions between prices of different commodities and their 
relative cost, supply, and demand situations. This is suggested by a 
comment in Ugol, the coal industry journal: “The new prices have 
been fixed to reflect grades and quality... . These differences will 
make sorting work worth while and make the coal industry directly 
interested in supplying the national economy with those types and 
grades it most needs." 8° 

At the beginning of 1950 general reductions were announced in 
wholesale prices for metals, machines and equipment, chemicals, 
electric power, lumber materials, and paper; and in railroad freight 
rates. It will be noted that this list excludes fuel, cement, and 
bricks, items on which prices were raised at the beginning of 1949. 
The list does include machines and equipment, major categories of 
commodities that went unmentioned in the list of 1949 price in- 
creases. On July 1, 1950, prices for building materials and con- 
struction equipment, and freight rates on these commodities, were 
lowered in a government move aimed at reducing construction costs 
by 25 per cent.38 There were also later reductions. 

The frequency with which wholesale prices of many industrial 
commodities were changed. in 1949-1953 is in. sharp contrast with 
the great rigidity and infrequent changes. of prices in the two 
preceding decades, The more recent practice suggests that the 
experience of Soviet planners has impressed them with the im- 
portance of a meaningful price system as an aid. in. carrying out their 
economic plans and securing most efficient utilization of resources. 
But even the apparently changed policy since 1949 leaves Soviet 
wholesale prices far more rigid than the corresponding quotations in 
a free-enterprise economy. Moreover the accuracy with which 
Soviet planners can adjust prices to supply and demand conditions 
is open to question. The new Soviet practice seems to reflect ideas 
of economic theorists in the non-Soviet world, who have suggested 


X. that in socialist economies prices could be used as guides to produc- 


35 Voprosy Ekonomiki, No. 8 (1948), p. 31. N 4 
39-Quoted by Kaser, op. cit., p. 90. x E m 
37 Pravda, April 27, 1950. — 


38 Pravda, June 14, 1950. NS e z ç 
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tion if planning authorities changed them periodically, lowering 
them where supply exceeded demand and raising them where de- 
mand exceeded supply? But unlike these theorists, Soviet planners 
still do not put their main reliance upon prices, using them only as 
important secondary aids and stimuli to realization of the specific 
production goals ordered in economic plans. 

The present philosophy behind Soviet industrial price policy is 
summarized by this statement of the principles on which the price 
changes of 1949 and 1950 were based: 


à, The new wholesale prices must guarantee that enterprises will 
work without losses. They must give practical possibilities for doing 
without subsidies and guarantee the receipt of profits according to 
plan. 

b. Prices must be established so as to stimulate increased output of 
deficit or especially necessary products and simultaneously limit their 
consumption in production. 

C. Changes in rates must be directed toward guaranteeing railroad 
operation without loss, stimulating transport by waterways, combat- 
ing baseless distant transport of freight, and promoting better 
utilization of rolling stock.49 


Whether these principles have actually been strictly applied 
since 1949, it is difficult to decide due to the present serious lack of 
necessary price and cost data. Certainly it must be hard for Soviet 
planners to overcome the tradition and practice of fairly arbitrary 
price-setting, which has historically been dominant in their activities. 

The preceding discussion may be made somewhat more concrete 
by considering the changes in the prices of a number of industrial 
commodities from 1926-27 to 1949 or 1950, depending upon the 
last date for which data are available. The prices in Table 9 
are for a metric ton of each commodity, in rubles. 

Several facts are clearly apparent even from the limited sample 
of prices given above. First, the general upward trend of whole- 
sale prices over the entire period is obvious, the increases introduced 
on March 1, 1949, having been particularly sharp. Second, it is clear 
that prices remained constant or almost constant over long periods 
when economic conditions fluctuated very much. most notably 


39 Cf. Lippincott, ed., On the Economic Theory of Socialism, passim. 
40 Izvestia Akademii Nauk SSSR, Otdeleniye Ekonomiki i Prava, No. 8 (1950), 
p. 170. 


SOVIET INDUSTRY: ORGANIZATION AND OPERATION 209 


TaBLE 9. Changes in Prices of Selected Commodities, 1926-27 to 1949 or 1950. 


July 1, Dec. 81, Dec. 16, Mar. 1, July 1, 


Commodity 1926-27 1930 1936 1940 1947 1949 1950 
Goal. Sr snes 11.61 10.68 21.78 36.25 36.25 120.50 120.50 
Fuel Oil ....... 48.10 48.10 48.10 187.00 137.00 3855.00 t 
Steel Rails ..... 110.00 112.00 259.00 318.00 318.00 951.00 t 
Timber? 5... 17.86 1889 1740 17.40 23.00 104,50 75.24 
Cement ....... 29.00 25.23 57.16 89.00 89.00 190.00 121.60 


Sulphuric Acid . 53.06 48.72 100.00 152.00 152.00 270.00 172.80 


* Cubic meter is unit priced. 
t Not available. 


Source: Naum Jasny, The Soviet Price System. p. 168. Stanford: Stanford University 
Press, 1951. 


between 1940 and 1947, during which World War II alone must 
have drastically altered supply and demand relationships. Third, 
the data for July 1, 1950, suggest strongly that the radical price 
reform of March 1, 1949, was too steep a change for the Soviet 
managerial group to adjust to easily, forcing a very substantial 
lowering of many of these prices in little more than a year; it seems 
doubtful that these 1949-50 price reductions are actually explainable 
in terms of increased productivity or other forces making for lower 
costs. 

This section may perhaps best be concluded by pointing out that 
Stalin, in his last major theoretical work released in 1952, scathingly 
said: 

The trouble is that our managers and planners, with few execeptions, 
are poorly acquainted with the results of the law of value. They 
fail to study these results and do not know how to reckon with them 
in their calculations. Speaking strictly, it is this that explains the 
confusion which still reigns in our country in the matter of price 
policy. Some time ago it was decided, in the interests of cotton 
cultivation, to correlate the price of cotton and grain, to define care- 
fully the price of grain sold to cotton raisers and to increase the price 
of cotton delivered to the state. Our managers and planners made 
a suggestion which astonished the members of the Central Commit- 
tee. Under this proposal the price suggested for a ton of grain was 
virtually equal to that for a ton of cotton. The price of a ton of 
grain was equated, moreover, with that of a ton of bread. The 
authors of this suggestion found nothing rational to say to the state- 
ments of members of the Central Committee that the price of a ton 
of bread should be higher than that of a ton of grain because of the 
additional cost of milling and baking, that generally cotton costs far 
more than grain as is evidenced also by world prices of cotton and 
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grain. As a result, the Central Committee had to take matters into 
its own hands, cut the grain price and raise the cotton price. What 
would have happened had the proposal of these comrades gone 
into effect? We would have impoverished the cotton raisers and 
have been left without cotton. 


It seems illuminating that thirty-five years after the Bolshevik 
Revolution, Stalin could find no better guide to price policy within 
the Soviet Union than price patterns obtaining in the world cap- 
italist market. The Soviet experience, this suggests, does not so 
far support those economic theorists who believe a socialist economy 
could evolve in practice a rational price system, efficiently guiding 
the allocation of resources in line with changing demand, supply, 
and cost conditions. 


Profit Sharing in Industry 


Along with coercive controls aimed at securing compliance with 
its production plans, the government of the USSR also uses incen- 
tives, one of the most important of which is a form of profit-sharing 
known as the Director's Fund. 

In both 1939 and 1940, about 60 per cent of all the profits realized 
by Soviet industry were returned to the Soviet government as part 
of its budgetary income. These government receipts from in- 
dustrial profits were mingled with the general incomes of the 
Soviet treasury and then expanded for the various purposes provided 
in the budget, including the expansion of fixed and working capital 
of Soviet industry. The profit remaining in industry went for a 
number of purposes. Part of it went for the expansion of capital in- 
vestment and working capital within the enterprises and ministries 
that had realized the profits. In addition, however, part of this 
profit, then and at present, goes to the Director's Fund. 

The Director's Fund was inaugurated in 1936, suspended during 
World War II, and revived after 1945. In the early years after the 
war, industries were divided into three groups, by regulations 
governing contributions to Directors’ Funds. One group, comprising 
mainly consumer-goods industries, formed its Directors Fund by 
contributions to it of 2 per cent of planned profits and 75 per cent 
of profits in excess of plan. The other two groups contributed 4 


41 A. K. Suchkov, ed., Dokhody Gosudarstvennogo Byudzheta SSSR, p. 86. 
Moscow: Gosplanizdat, 1945. 
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per cent and 10 per cent of planned profits, and 50 and 25 per cent 
of profits above plan, respectively. In 1950 the Soviet press revealed 
that a new set of percentages was in effect for the Director's Fund. 
Coal, metal mining, petroleum, metallurgical production, and other 
labor-intensive industries allocate 5 per cent of their planned profit 
and 45 per cent of their unplanned profit to this Fund. A second 
group of industries, including machinery and textiles, allocates 2 
per cent of planned profits and 30 per cent of unplanned profits. 
Most consumer goods industries put in 1 per cent and 15 per cent, 
respectively.*? 

The Director's Fund is expended in the following ways: Fifty per 
cent of it must be spent for expanding production and for construct- 
ing and repairing housing for the plant's workers in amounts above 
the planned capital investment. The rest is spent for the improve- 
ment of living conditions of workers, for bonuses to outstanding 
employees, for financing vacations and trips for outstanding workers, 
and for related uses. 

The Directors Fund is primarily a means of sharing any excess 
profits or savings with those responsible for the achievement of 
these above-plan financial gains. In this way the Soviet government 
seeks to increase the personal interest of workers and managers in 
the individual productive units to attain greater reductions in costs 


than originally envisaged by their plans. 


Cooperative Industry 


Three main types of cooperative industry exist in the USSR: in- 
dustrial cooperatives, consisting of artisans and handicraft workers; 
cooperatives of invalids, consisting of disabled war veterans and 
ather handicapped persons; and the subordinate industrial coopera- 
tives of some consumer cooperatives. In addition there are industrial 
cooperatives ancillary to hunting and fishing cooperatives, which 
produce commodities needed in these activities. There are also in- 
dustrial cooperatives on some collective farms, composed of mem- 
bers of those farms. The industrial cooperatives first listed above 
are by far the most important group, producing over 80 per cent 
of all cooperative industrial production. 
~ 42 Venediktov, op. cit., p. 519. Gsovski, op. cit., vol. I, pp. 385-87. Trud, 


May 26, 1950. Trud, Sept. 16, 1950. 
33 Arakelian, op. cit., p. 111. 
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These cooperatives produce a wide variety of consumer goods. 
Furniture, kitchen equipment, boots and shoes, barrels and baskets, 
textiles, toys, leather goods, artistic wood and iron work, pottery, 
and similar goods are their chief products. During World War II, 
industrial cooperatives, like other parts of the Soviet production 
apparatus, concentrated primarily on the output of goods required 
by the war effort. The number of workers employed in these co- 
operatives was about two million in 1931 and about a million and a 
half at the end of the 1930's.** 

Cooperative industry is considered a form of socialist industry in 
the USSR because all means of production are owned in common 
by the members, all of whom participate in the joint enterprise. 
A Soviet citizen may join and work in an industrial cooperative by 
paying admission dues and buying a share of the enterprise. These 
dues and share payments go into the capital fund used to provide 
the fixed and working capital of the organization. The cooperative is 
governed by a charter that defines its activities and organization. 
The highest authority in the organization is the general meeting of 
members, who are also the workers. The general meeting elects an 
administration, which directs the enterprise between general meet- 
ings. Cooperative workers are paid wages, which are their primary 
source of income. In 1946 a government decree permitted distribu- 
tion of up to 20 per cent of a cooperative's profits among members. 
If there are losses, these are taken out of the members' share pay- 
ments.*5 

These cooperatives operate in a fashion generally similar to that 
of the state-owned industrial plants. Their work is governed by the 
master plan drawn up for the nation as a whole by the State Plan- 
ning Committee. 

Industrial cooperatives purchase equipment and raw materials 
from state enterprises and are also expected to meet as much of their 
material needs as possible through local purchases. Waste products 
of state industry are sold to them for further processing and sale. 
They can receive short- and long-term loans from government banks 
to finance their activities. In November 1946 the Soviet government 


44 One of the most comprehensive descriptions of Soviet industrial coopera- 
tives is given in Sidney and Beatrice Webb, Soviet Communism: A New Civili- 
zation? vol. I, pp. 219-33. New York: Scribner's, 1936. 

16 Arakelian, op. cit., p. 114. Schwartz, Russia's Postwar Economy, p. 44. 
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adopted a decree to stimulate cooperative production of consumer 
goods, ordering that superfluous machinery and tools of state enter- 
prises be turned over to them and instituting some reductions in 
taxes on their income. The same decree ordered the expansion 
of both the number of producers’ cooperatives and of the number 
of stores through which they sell their products to the state. In 
January 1948 industrial cooperatives, together with invalids co- 
operatives, operated 3,288 stores; 12,717 stalls, kiosks, and the like; 
1,336 restaurants; and 3,236 refreshment stands. These had a total 
retail sales volume of 7,650,000,000 rubles.** 

Cooperatives of invalids were first set up legally in 1921 to permit 
the utilization of disabled persons in productive activity. Their 
number expanded over the years, increasingly greatly as a result 
of the large numbers incapacitated in World War II. In 1946, the 
RSFSR alone had 2,500 such cooperatives, employing 245,000 
workers. These cooperatives are active in providing repair services, 
such as for sewing machines, typewriters, watches, as well as in 
direct commodity production. The administration of each coopera- 
tive is elected by the general meeting of members, while the heads 
of republican, provincial, and city cooperative unions are elected by 
representatives of local cooperatives.*? 

Though their organizational form differs from that of state-owned 
industrial enterprises, the industrial cooperatives and newer in- 
valids' cooperatives are both completely.under the control of the 
State. They operate only in accord with the directives of the state. 
At times, however, the government has been sharply concerned 
because of the efforts of various individuals to engage in private 
entrepreneurial production and trade, using the mask of coopera- 
tives to hide their profit-seeking activities, which are punishable 
under Soviet law.*® 

In mid-1953 the formerly separate national adminstrative or- 
ganizations of industrial cooperatives and invalids’ cooperatives 
were abolished. Instead both types of organizations were combined 
and put under the newly formed USSR Central Council of Pro- 
ducers’ Cooperatives at the national level, with corresponding coun- 
cils at the republic and provincial levels. 

46 Arakelian, op. cit., pp. 119-20. Planovoye Khozyaistvo, No. 4 (1948), p. 52. 


47 Arakelian, op. cit., p. 117. 
38 Planovoye Khozyaistvo, No. 4 (1948), p. 58. 
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Speaking in August, 1953, Deputy Premier A. I. Mikoyan re- 
vealed that these cooperatives operated 126,000 enterprises and 
workshops employing 1,865,000 workers. He said that in 1958 
these cooperatives were scheduled to produce 47,000,000,000 rubles 
worth of consumer goods as compared with 42,000,000,000 rubles in 
1952 and 28,000,000,000 rubles in 1940. Cooperatives produce 40 
per cent of all Soviet furniture, up to 35 per cent of ready-to-wear 
clothing, 40 per cent of knitted outerwear, over 35 per cent of felt 
footwear, and roughly half of all carts and drays. They operate 
45,000 repair shops which earn 5,000,000,000 rubles annually re- 
pairing household goods. Mikoyan sharply criticized the poor 
quality of much of the cooperatives’ output, their lack of proper 
working arrangements and equipment, and their frequently out- 
moded technology. It is the intention, apparently, to increase 
sharply the importance and output of these cooperatives as part 
of the post-Stalin effort to improve the Soviet standard of living.!? 


49 The full text of Mikoyan's important speech is given in Pravda, August 
26, 1953. 


CHAPTER VII 


THE GROWTH OF INDUSTRIAL PRODUCTION 


due MOST SPECTACULAR aspect of Soviet economic. de- 
velopment has been the. growth of industrial production, Basically, 
it is this rapid rise in manufacturing, mining, and related activities 
which has produced the great enhancement of Soviet world political 
and military power since the.1920's. As late as 1930, the popular 
foreign stereotype of the Soviet Union and its people saw a land 
of illiterate peasants, ignorant of machinery and modern technology. 
Though exaggerated, this stereotype had more than a grain of truth 
in it then. Yet by 1954 the outside world had to reckon with the 
fact that the Soviet Union had produced the most complex of 
modern weapons, atomic and hydrogen bombs, as well as war- 
planes which had proved in Korea to be technically on a level with 
United States jet fighters. 
With typical boastfulness, Soviet propaganda described this in- 
dustrial revolution's results by 1953 in these terms: 
If in 1924-25, our country could produce only 1,868,000 tons of 
steel, 16,520,000 tons of coal, less than 3 billion kilowatt-hours of 
electric power, then in 1953 there will be produced over 38,000,000 
tons of steel (21 times more than in 1924-25), over 320,000,000 tons 
of coal (19 times more), 133 billion kilowatt-hours of electric power 
(45 times more than in 1924-25). During the 28 years since the 
Fourteenth Party Congress, industrial output has grown 29 times, 
with production of the means of production growing approximately 
55 times. Production of consumer goods has grown approximately 
12 times in the last 28 years. Not in one country of the world has 
industry developed at such a quick tempo as it has developed and 
is developing in the Soviet land.! 
1 Pravda, November 6, 1953. 
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Yet even after one allows for the propaganda exaggeration in such 
statements as the above, the magnitude of the Soviet production 
feat still commands attention as one of the fundamental events 
in modern history. 

It was pointed out in Chapter IV that the Soviet measure of the 
growth of the physical volume of industrial production in terms of 
1926-27 prices has been so constructed that it exaggerates this 
growth. Nevertheless, reference to data or estimates regarding pro- 
duction of individual commodities such as will be given throughout 
this chapter makes clear certain major conclusions: 

l. Soviet industrial production has grown very sharply over most 
of the years since the Bolshevik revolution. This growth has been 
made possible by the construction of literally thousands “of new 
factories, power stations, “and mines using modern. “machinery “and 
techniques. The Soviet Union now has many times the production 
and the production capacity that it had in 1928 or that Czarist Russia 
had in 1918. The chief characteristic of Soviet industrial develop- 
ment has been the | growth of heavy | industry, that is, the increase in 
facilities fora and output of industrial raw materials, machinery « of 
all kinds, industrial chemicals, electric- ;/ctric-power generating and trans- 
mission | facilities, armaments, transportation equipment, and so on. 
The factory production of consumer goods has increased ap- 
preciably, too, but a major part of this rise has been simply the 
replacement of manufacture by artisans or in peasant households. 
It is illustrative of the utilitarian nature of Soviet industry that 
manufacture of motor vehicles in the USSR consists primarily of 
truck production. Passenger-car output is only a relatively small 
fraction of the whole, a situation the reverse of that in the United 
ec automotive industry. 

Along with the rise in physical volume, the variety of goods 
Meter, by Soviet industry has increased greatly. Complex ma- 
chine tools, automatic production machinery, jet airplanes, many 
types of chemicals, rare metals, and other products never made in 
the USSR before 1928 or 1930 have been brought into production. 
Subsequent expansion has made the Soviet Union one of the world's 
leading producers of many of these new commodities. Much of 
Soviet industiial development has been activated by the desire to 
build up the nation's military strength through achieving maximum 
self- -sufficiency as well as maximum output. Hence, frequently, the 
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relatively high cost of domestic manufacture compared to the price 
of imported commodities has been ignored. The development of 
a synthetic rubber industry in the USSR in the early 1930s — a 
decade before World War II forced the United States to construct 
this industry — is indicative of the length to which Soviet leaders 
have gone to attain their objective of autarky. 

3. The Soviet Union's industry has been Seal gi trans- 


level of the "United d States. eri and. mining processes 
employed in the USSR in 1928 were generally primitive and back- 
ward. Much of the existing industrial equipment was old, obsolete, 
and in poor shape. In the years since that time modern techniques 
and processes of all kinds have been introduced on a wide scale, 
while obsolete equipment has been replaced by far superior ma- 
chinery. This technological progress has not proceeded at an even 
rate in all industries, and even by 1954 not all of Soviet backward- 
ness had been eliminated. True, much of this technological advance 
has been scored by taking over gains made in other countries — 
sometimes through purchase or other commercial fashion, some- 
times by disregard of patent rights, and sometimes through military 
or economic espionage — but the evidence suggests strongly that 
these borrowings have been assimilated by large numbers of workers 
and technicians who can apply them effectively. Frequently, how- 
ever, this mechanization has been most uneven, being concentrated 
mainly on direct production operations. Subsidiary service functions 
in many plants, including such important work as loading and un- 
loading of products and internal plant transport, are often mecha- 
nized only poorly or not at all, requiring large numbers of manual 
laborers working at low levels of productivity. 

4. The geographic distribution, of all Soviet industries — manu- 
facturing, mining, electric-power generation, and others — has under- 
gone a most radical change.in the past quarter.century. In the 
early years of the Soviet regime, industry was overwhelmingly con- 
centrated in the western areas, particularly in the Ukraine and 
Moscow and Leningrad provinces. As late as 1930 these three 
regions together accounted for from 60 to 80 per cent of all Soviet 
electric power, coal, iron and steel, machinery, iron ore, and basic 
chemicals. At this time the Western Siberian Territory produced 
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these commodities only in small quantities or not at all. The Urals 
produced insignificant quantities of electric power, coal, and ma- 
chinery, and only a quarter or less of all Soviet iron and steel, iron 
ore, and basic chemicals? The geographical distribution of in- 
dustrial production did not change drastically during the 1930's. 
The great bulk of this output continued to be produced in the area 
west of the Urals, though very striking and most important gains 
were also made in the Urals, Siberia, and Central Asia. The data 
in the following table show the change in the distribution of large- 
scale industrial production between 1913 and 1937. 


TaBLE 10. Gross Output of Large-Scale Industry in the USSR by Regions, 
1913 and 1987. 


Ratio of 
Output Output 1937 to 
Million 1926-27 Rubles Per Cent of Total 1913 
Region 1913 1937 1913 1937 Output 
WESTERN AREAS 
European North ...... 201 1,624 1.8 1.8 8.0 
Northwest and Central 
Regions ........... 5,568 45,343 50.6 49.6 8.1 
North Caucasus 
and Crimea ........ 464 4,736 4.9 5.2 10.2 
Ukrainian SSR ....... 2,296 16,152 20.2 17.7 1.9 
Belorussian SSR ..... 119 1,733 IX 19 15.4 
Volga Region ........ 687 4,809 6.3 5.8 7.0 
WESTERN TOTAL ....- 9,265 74,397 84.2 81.4 841 
EASTERN AREAS 
Urals and Western 
Siberia ............ 675 7,126 6.1 8.5 11.5 
Eastern Siberia and 
Far East .......... 211 2.998 19 8.2 18.9 
Azerbaidzhan SSR .... 398 2,297 8.6 2.5 5.9 
Georgian SSR ........ 53 909 5 1.0 17.0 
Armenian SSR ....... 17 214 I 2 12.6 
Turkmen SSR ........ 35 264 3 8 7.6 
Uzbek SSR .......... 284 1,512 2.6 14 5.4 
Tadzhik SSR ......... 1 157 * 2 157.0 
Kazakh SSR .......... 60 841 5 9 14.0 
Kirgz SSR .......... 1.2 139 = 2 116.0 
EASTERN TOTAL ..... 1,735.2 16,987 15.8 18.6 9.8 


* Less than one-tenth of one per cent. 
Source: Adapted from Balzak. et al., Economic Geography of the USSR, p. 206. 


2 Narodnoye Khozyaistvo SSSR, Statistichesky Spravochnik, 1932, pp. 76-88. 
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World War II brought a far more drastic change in the geographic 
pattern of industrial production. As German forces occupied the 
area west of the line connecting Leningrad-Moscow-Stalingrad, 
some 1,300 plants were evacuated eastward. During the war these 
were put into operation at new locations, while other factories and 
mines in the east were expanded and new industrial installations 
were built. When the western areas were regained by Soviet forces, 
most factories, mines, and electric power installations had been com- 
pletely ruined or damaged. Under these conditions, the distribution 
of Soviet industrial output in 1945 gave the Urals and the area 
east of the Urals a far greater relative importance than this region 
had had before the war. Since 1945, the war-ravaged Western 
areas have benefited from the great rebuilding efforts sponsored by 
the Soviet government, efforts which by 1954 had permitted the 
production.of these areas to surpass even the 1940 levels. From 
1945 to 1954, too, the expanded industry of the Eastern regions was 
still further increased. In 1954 there was a much more nearly even 
distribution of industrial output between Eastern and Western 
Russia than had existed in either 1940 or 1945. According to one 
Soviet source, industrial output in the Eastern USSR in 1952 was 
three times as great as in 1940. This area is said to have produced 
one-third of Soviet industrial output in 1951 — as compared with 
under 19 per cent in 1937 — including over half of all Soviet produc- 
tion of steel and rolled metal, almost half of all Soviet coal and oil, 
and over 40 per cent of all Soviet electric power.? 


Capital Investment 


The industrial progress achieved under the Soviet regime has 
been made possible by huge capital investments devoted to building 
and equipping factories, mines, and other productive installations. 
Complete data are not available for the entire period since 1928. 
The published figures that are available are somewhat misleading, 
since they are in terms of current prices and hence reflect the price 
inflation that has taken place. In the table below an effort is made 
to show the growth of industrial capital investment in the 1930's in 
terms of current prices and in "real" terms. Deflation of the data in 
current prices has been accomplished by use of an index of construc- 


3 Planovoye Khozyaistvo, No. 4 (1953), p. 15. 
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tion cost and must be considered as only roughly accurate, since this 
index may not adequately reflect the changing cost of industrial 
equipment. 


Taste 11. Capital Investment in Industry in the USSR 1928-38, in Current 
Prices and in “Real” Terms. 


Investment in 


Investment in Index of Cost "Real" Terms 
Current Prices of Construction (BILLION 1929 
Year (BILLION RUBLES) (1929 = 100) RUBLES) 
1998 cope PR 19 lil 1.7 
19920: i esce ie nens 2.6 100 2.6 
1880. 3s ce aie 4.l 98 4.9 
1931 exo so pce hein 74 106 7.0 
1939 voee coe 10.4 161 6.5 
1933; Soie vines 8.9 187 4.8 
1984 corset 10.6 218 4.9 
Average for 1934-1938 14.6 294 5.0 
Source: Investment In current prices from Sot. Stroi., xxxiv and Sot. Strot. (1933- 
38), p Index of cost of construction from M. Gardner Clark's Ph.D. thesis, Some 


1934-38 average is estimated on the basis of Clark's 1935 
of his remarks on cost rises in 1936 on page 50. 


There is a striking discrepancy between the figures in current 
prices and those in “real” terms. The former show that the money 
value of investment in current prices increased more than seven- 
fold between 1928 and the average of 1934-38. If our deflating 
index is at all accurate, however, it would seem that the physical 
volume of resources devoted to industrial investment reached its 
peak for the period considered in 1931, at a level little more than 
four times that in 1928. It fell slightly in 1932 and then over the 
years 1933-38 declined to a stable level less than three times the 
1928 volume. The most rapid application of capital to expansion 
of industry, apparently, took place in 1931 and 1982, years of ration- 
ing for urban consumers and of hunger in some major areas of the 
countryside. 

The allocation of industrial capital investment between heavy 
industry producing means of production and light industry pro- 
ducing consumer goods in the mid-1930's greatly favored the former. 
Heavy industry received about 83 per cent of the total investment 
from 1934 to 1938; consumer goods industries only about 17 per 
cent.* 


3 Sot. Stroi. (1933-38), p. 113. 
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Shaping Industrial Development 


In planning industrial development since 1928, Soviet leaders 
have had to answer a number of key questions, the answers arrived 
at playing major roles in shaping the character of this development. 
What volume of production should be aimed at for each major 
commodity? What should be the rate of increase in output sought? 
Where should new plants and new industries be located? How large 
and how specialized should these new plants be? Put in other 
terms, the crucial decisions have been those regarding future volume, 
speed of growth, locational pattern, specialization, and scale of 


operation. During the rehabilitation period before 1928, the Soviet) \— lis " 


regime had attempted to restore production to the highest levels 
attained before World War I. But thereafter they were striking out 
into new ground, and required other models and experience to 
guide them. Oo. 
In all these matters they were profoundly influenced by the 


economic history of the leading capitalist nations, particularly the <” 


United States and Germany. Questions of volume were apparently ~ 
decided with the aim of reaching and surpassing the total output 


of key industrial commodities in France, Germany, and Englandc i 


Later, per capita outputs in some of these countries were regarded 


as goals for Soviet per capita output. In 1939, at the Eighteenth -` 


Congress of the Communist Party, both Stalin and Molotov dis- 
cussed comparisons of per capita Soviet output with that in other 
countries, indicating their desire eventually to surpass the highest 
American per capita output up to that time, that of 1929.5 On 
questions of the rapidity with which increases could be achieved, 
Soviet leaders initially could probably do little more than guess. 
But as their experience increased and they accumulated basic data 
for future projections, they could make realistic estimates that were 
more likely to be attained, at least in the field of heavy industry, to 
which they were willing to sacrifice the interests of light industry 
whenever necessary. 

In determining the geographical pattern of Soviet industry, the 
USSR’s planners had to take many considerations into account. 
Some of these were economic. Soviet leaders were aware of the 


5 The Land of Socialism Today and Tomorrow, pp. 22, 23, 114-16. Moscow: 
Foreign Languages Publishing House, 1939. Clark, Some Economic Problems 
of the Soviet Iron and Steel Industry, p. 15. 
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desirability of establishing industry at locations and in locational 
patterns that would help to minimize production costs. Nearness to 
raw materials and to markets, availability of labor and transporta- 
tion, costs of utilizing different sources of the same raw material, 
these are illustrative of the economic factors involved. Among the 
noneconomic considerations taken into account, two seem to have 
been most influential: the desire to lessen the vulnerability of the 
USSR’s industry to destruction by attack from the west, and the 
desire to provide additional industry in particularly backward areas, 
such as Central Asia. In this locational planning, the force of non- 
economic factors seems often to have overridden that of the cost 
considerations, a situation apparently aided by the consistent under- 
estimation of transport costs during much of the 1930's. In par- 
ticular, much of the development of the Urals and Western Siberia 
during the 1930's resulted in the construction of plants far from 
consumer markets. Moreover, the most celebrated feature of this 
eastern development — the marriage of Magnitogorsk iron ore with 
Kuznetsk coal as the basis of integrated iron and steel industries at 
both locations — required large shipments of bulky commodities 
over a distance of more than 1,300 miles, at high real cost. It is 
significant that Soviet transport authorities protested against the 
Magnitogorsk-Kuznetsk combine in the early stages of its planning, 
but were overruled by the industrial management authorities, who 
secured subsidies in the form of especially low freight rates for this 
development.* 

The disproportions that arose because of the decisions taken 
may be illustrated by the following comparison of the cost of pro- 
ducing a ton of pig iron in different parts of the USSR, in terms 
of freight haulage required and actual man days of labor.” 


Cost 
(TON-KILOMETERS OF 
Region FREIGHT HAULAGE) + (MAN DAYS) 
Ukraine and other Southern Plants. .... 700 + 2-3 
Central European USSR............. 900 + 815-4 
Magnitogorsk and Kuznetsk.......... 4,500 + 2 
Urals Charcoal Works ............... 100 + 12 


This example represents an extreme case of the results to which 


8 Clark, op. cit., pp. 207-8. 
7 Cited in Clark, pp. 218-19. 
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underestimation of transport costs led in the early and mid-1930's. 
1t does not fully expose these unfortunate results, however, because 
it does not take into account the very long hauls required for much 
of Magnitogorsk and Kuznetsk steel production in order to bring it 
to consumers. It cannot be entirely unrepresentative, however, for 
since the later 1930's there has been a violent swing in the other 
direction. Soviet industrial location policy now apparently takes the 
minimization of transport requirements as a basic desideratum. 
Molotov, reporting to the Communist Party Congress in 1939, put 
this new policy in these terms: 


In keeping with the best interests of the state, industry should be 
brought nearer to the sources of raw material and the consuming 
districts. This will help to do away with irrational shipments and 
shipments carried over inordinate distances. It will also be instru- 
mental in the further advance of the economically less developed 
districts of the USSR. In the main economic districts of the Soviet 
Union we must secure a comprehensive economic development, 
which means that in each of these districts we must organize a fuel 
industry and the production of commodities like cement, plaster of 
Paris, chemical fertilizer and glass, as well as mass consumption 
goods of the light and food industries in sufficient quantity to meet 
the needs of these districts. . . . We must strictly forbid the con- 
struction of new plants in Moscow, Leningrad, and a number of 
other major industrial centers.® 


In keeping with this policy, the utilization even of poor-quality 
raw materials — such as the inferior Moscow and Urals coal and 
the troublesome Kerch iron ore — has been and is being greatly 
expanded. To the extent that regional self-sufficiency can be at- 
tained, of course, the vulnerability of the USSR to industrial dis- 
ruption from military attack will be lessened, and there will be 
benefits resulting from the diminution of demands made on railroad 
transport. A striking example of what has been accomplished along 
these lines is provided by the Kuznetsk iron and steel combine, 
once totally dependent on Magnitogorsk iron ore. In 1949 it was 
meeting 70 per cent of its iron ore requirements by employing 
locally produced material, though this was acknowledgedly poorer 
than that of Magnitogorsk. In 1940 the percentage was only 32.6.? 

It should not be inferred from the above discussion that all Soviet 
industrial location during the 1930's, before the change in policy, 


8 Land of Socialism Today and Tomorrow, p. 134. 
9 Pravda, June 12, 1950. 
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ignored transportation considerations and emphasized development 
in the east. As Table 10 above has indicated, great development 
took place in the older industrial regions as well, building on the 
abundant raw material, labor, and transport resources there. Loca- 
tional planning resulted from a tug of war between those who 
favored still more rapid development of the western areas, particu- 
larly the Ukraine, than actually occurred, and those industrial 
leaders who wished large amounts of resources diverted to the 
Urals, Siberia, the Far East, and Central Asia. The former group’s 
arguments, about 1930, emphasized the force of transport and re- 
lated factors whose full importance was not taken into account in 
policy-making until almost a decade later.!° 

With.regard_to problems of specialization-and.scale of facilities, 
Soviet development during the 1930's was similar to that in the area 
oF location policy. Soviet policymakers tended to base themselves 
upon American and German experience, but to ignore the significant 
differences. hetween their situation and that of foreign countri&s. 
The USSR was poor in capital and skilled labor compared with the 
United States and Germany, and also had a much smaller con- 
sumer -market 4 at the time. Soviet economists and planners at first 
tended to ignore or underestimate the importance of the law of 
diminishing returns and to be contemptuous of the "bourgeois" 
theory of the optimal size of firm or plant. Here, too, underestima- 
tion of the importance of transport costs played a significant role. 

The result of this attitude was that much of the industrial de- 
velopment during the 1930's took the form of building large-scale 
and very specialized plants for different products. There was rela- 
tive neglect of small and medium-sized plants and of plants pro- 
ducing a wide variety of related commodities, such as different 
tvpes and forms of steel. An extreme example of this policy is the 
production of rolled-stee] wheels for railroads, of which virtually all 
Soviet production in 1938 was concentrated at one mill in Dnepro- 
petrovsk Province in the Ukraine. From there the wheels had to 
be shipped to railroads all over the vast expanse of the USSR. 
Similar lengthy hauls for other products also resulted, helping to 
intensify the railroad overloading, to which locational policy had 
40 Clark, op. cit., pp. 205-7. Cf. also Dobb, Soviet Economic Development 


Since 1917, pp. 386-406. for a fuller discussion of Soviet industrial location 
policy, from a somewhat different point of view than that adopted here. 
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also contributed. Large specialized plants, appropriate for the 
United States with its large and rich markets in many areas, were 
uneconomic under Soviet conditions, where the output of one or 
two plants of each commodity or small group of commodities had 
to be shipped all over the country. 

Recognition of the mistake came in 1938. A decree of February 
26, 1938, declared that “the biggest shortcoming in planning and 
construction is gigantomania.” The policy of overspecialization was 
now blamed on “the enemies of the people, the Trotskyite-Bukharin 
and bourgeois nationalistic diversionaries and spies.” Sometimes the 
very men who had championed this policy attacked it, after the 
change of policy, as a mistake born of the application of “the prin- 
ciples of capitalist economy.” Only by such vituperation, which 
would protect the “infallible” Stalin and his colleagues, could a 
mistake be recognized publicly and a reversal made. The extent 
of the change in policy was indicated by Molotov in the 1989 speech 
referred to above: 

Lastly, in the construction of new factories and mills we must pro- 
hibit such narrow specialization as would make the whole country 
dependent upon one special factory for the supply of any given 
product. Our plans still err in this respect. We must resolutely put 
an end to this absurd schematism in construction plans.! 

Military considerations probably also played a part in this policy 
shift. If the USSR were dependent for the supply of a vital product 
upon the output of a single plant only, it could be deprived of that 
commodity by the capture or destruction of one plant, with serious 
consequences for all users of the particular product involved. 

Study of the way in which industrial development took place in 
the 1980's seems to indicate clearly that over-all planning in that 
period fell far short of providing proper centralization and coor- 
dination of the numerous decisions made. Regional planning_was 
most deficient, leading to irrational location of plants. Many par- 
ticular peoples commissariats and chief administrations made 
decisions in the light simply of their own departmental interests, 


11 Land of Socialism Today and Tomorrow, p. 184. The preceding dis- 
cussion of specialization and scale has been based on Clark, op. cit., Part II, 
pp. 56-114. Though this discussion by Clark deals specifically only with the 
iron and steel industry, the principles discussed are general, and applied to 
other branches of heavy industry developed during the period. 
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ignoring other branches of the economy. The coordination sought 
was frequently that which would serve the purpose of making the 
best record for the particular agency involved, even though this 
might be at the expense of the transport system or of some other 
economic administration.!? 

It seems clear that Soviet economic development in the 1930's — 
and more recently as well, though less material is available on which 
to base judgments — was a frenzied process, in which many costly 
mistakes were made. The sacrifices imposed on the Soviet people 
in terms of material deprivation and personal discomfort were huge. 
Yet it must be realized that those who directed this development 
had enormous human and material resources with which to work. 
Even employing them at far less than 100 per cent efficiency, much 
could be and was accomplished. In the material that follows, we 
shall trace briefly the development of the more important Soviet 
industries, in order to obtain a clearer and more detailed picture 
of the progress achieved. The specific industries we shall consider 
are those producing raw materials — electric power, coal, iron and 
steel, nonferrous metals, and chemicals — and machinery, arma- 
ments, and consumer goods. 


Coal 


Coal is by far the most important single component of the USSR's 
fuel supplies. Its increasingly predominant position among Soviet 
fuels is indicated in Table 12. 


Tase 12. Relative Importance of Major Fuels in the Centralized Consumption 
of the Soviet Union. 


1932 1940 1950 Goal 

Fuel (PERCENTAGE) 

E EET E ANEA AIS ae ete o 59.4 71.9 75.6 
Mood EE E S 19.9 13.9 9.7 
Peat ieri isdesebord uae ES 3.7 6.2 6.2 
Oll Fuel 5... T r erra 17.0 7.9 6.3 
Natural Gas ............euesee — E 1.4 
OS Fahd FPE E A E ibit — I .8 


Source: Planovoye Khozyaistvo, No. 2 (1946). p. 101. 


12 Planovoye Khozyaistva, No. 1 (1939), p. 62; and No. 11 (1940), pp. 42-44. 
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The growth of Soviet production of coal since 1913 is shown by 
the following data, in millions of metric tons: !? 


Year Production Year Production 
1018. Bab odes cerent 29.1 1050! sacana this 260.0 
1990 5n leli fiai its Tos 1959 enaiis 300.0 
1927-28 ..... eee 35.5 1958 .io eoe eq 318.0 
IOSA «swear cutus s 93.9 1954 Goal «xxn rens 348.0 
1040. erre mediis 166.0 1985 Goal «crew 372.0 
1945 iinitan 149.3 


* Census industry. 


This is an impressive record of growth over a period of forty 
years which included two world wars and one civil war. Between 
1913 and 1950, Soviet coal production grew about ninefold. Output 
in 1953 was almost twice that of 1940. However, these figures ex- 
aggerate somewhat the real Soviet gain in this field since the data 
lump together both high quality hard coal and lignite with a low 
caloric content. If Soviet production of different quality coals is 
converted into units of a standard coal having a fixed caloric con- 
tent per ton, the increase shown above is reduced somewhat. Dr. 
D. B. Shimkin has calculated that in terms of fuel having 7,000 
calories per kilogram, Soviet production grew from a total of 31,500,- 
000 tons in 1913 to 213,100,000 tons in 1950.* This is less than a 
sevenfold increase over this period, as against the ninefold gain 
shown by the data above which make no allowance for the great 
increase of low quality lignite production in the Soviet period. 

In 1913 the Donets Basin produced almost all the coal of the 
area that is now the USSR, about 25 millions tons of the 29.1 million 
ton total. During the Czarist era and the early years of the Soviet 
regime, therefore, Donbas coal had to be shipped over long distances 
to most of the industrial areas of the country, even as far as Turk- 
“33 Data for 1918, 1927-28, and 1934 from Sot. Stroi, pp. 100-101; data for 
1920 from Narodnoye Khozyaistvo SSSR v. Tsifrakh, p. 67; 1940 figure from 
Fourth Five-Year Plan; 1945 output calculated on basis of Trud, March 20, 1949 
and government economic reports for 1946-48; 1950 output based on Pravda, 
April 17, 1951; 1952 output—Ibid., October 6, 1952; 1958 figure based on 
Pravda, January 81, 1954; 1954 goal based on Pravda, April 27, 1954; 1955 
goal calculated from percentage gain over 1950 called for by Fifth Five-Year 
Plan Directives in Pravda, October 12, 1953. 


14 D, B. Shimkin, Minerals — A Key to Soviet Power, p. 177. Cambridge: 
Harvard University Press, 1953. 
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Ficure 2. Production of Coal and Petroleum in the USSR, 1913-53. 
Sources: Official Soviet publications and author's estimates. 


estan in Central Asia, at great expense. The opening up of new 
coal fields and the expansion of the Donbas and other old fields 
were therefore an indispensable prerequisite for the general growth 


15 J. S. Gregory and D. W. Shave, The USSR: A Geographical Survey, p. 288. 
London: Harrap, 1944. 
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of industry and for the development of new industry in the eastern 
regions. Fortunately for the USSR, high-quality coal deposits were 
available in the Kuznetsk Basin in Western Siberia, in the Kara- 
ganda Basin in Kazakhstan, and in other places. The large brown- 
coal deposits of the Moscow Basin are rather poor because of their 
low heat and high ash content per unit weight, but this area too 
has been rapidly developed because of its nearness to many of the 
major coal-consuming plants and power stations of the USSR. 

During the Fourth Five-Year Plan, the coal industry made very 
substantial progress. The Moscow coal basin achieved its 1950 
goal in 1948 and then got a new program for still greater expan- 
sion.'® The Donets Basin, which produced only about half its pre- 
war volume of coal in 1945, exceeded 80 per cent of the 1940 output 
in 1948, and in the fourth quarter of 1949 reached the average 
1940 quarterly production.? The Karaganda Basin's coal output 
in 1949 was 45 per cent over that of 1945 and equaled the desired 
rate for 1950 by July 1949.12 G. M. Malenkov reported in March 
1950 that in the last quarter of 1949 the Ministry of Coal Industry’s 
mines had reached the level planned for 1950.?? Since this ministry 
produces the overwhelming amount of coal mined in the USSR, 
this would indicate that output in the last quarter of 1949 was 
equal roughly to the average level planned for 1950, that is, 62,- 
500,000 metric tons, as compared with the 41,500,000 metric tons 
produced quarterly on the average in 1940. 

The expansion of coal production in major areas is indicated in 
Table 13. 

The rapid rise of Urals coal production during the war is one of 
the most striking features of Table 18. This rise was undoubtedly 
motivated in part by the desire to restrict the load on the transport 
system that would otherwise have resulted if the sharply expanded 
coal needs of Urals industry, particularly for armaments and met- 
allurgy, had had to be met from Kuznetsk and Karaganda. In the 
late 1980's coal production in the Urals met only half of that area's 
needs.?! Even after the expansion in Urals coal production during 


18 Moskovsky Bolshevik, February 9, 1950. 

17 Planovoye Khozyaistvo, No. 1 (1949), p. 56. 

18 Pravda, March 10, 1950. 

19 Ibid., April 30, 1950. 

20 Ibid., March 10, 1950. 

21 Balzak, et al.. Economic Geography of the USSR, p. 214. 
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TABLE 13. Growth of Coal Production in Major Soviet Coal Basins, 1913-52. 


Year Donbas  Kuzneisk Moscow Urals* Karaganda Others Total 
(MILLION METRIC TONS) 
1913 25.8 8 3 12 = 15 29.1 
1921-22 7.3 9 6 1.0 — 15 11.8 
1929 31.0 3.0 13 2.1 m 21 40.1 
1934 615 11.5 4.6 5.5 18 9.0 93.9 
1940 85.5 19.07 10.2t 12.0 6.5f 32.8t 166.0 
1945 36.7 27.0t 18.0t 26.1t 1L.0t 30.5t 149.3 
1949 80.0t t 26.5t t 15.9t H 236.9 
1950 goal 88.0 31.9t 24.6t 31.6} 15.1T 58.8t 250.0 
1952 100.0t 40.07 34.01 t 17.0t t 300.0 
* Includes Kizel, Chelyabinsk, and other Ural fields. 
t Estimated. 


1 Data unavailable. 

Sources: 1913—1934—Sot. Stroi., pp. 100-101. and Sot. Stroi. (1933-38), p. 47; 1940— 
1950—firm data and estimates based on data in Fourth Five-Year Plan, both general 
iad republican sectlons; Planovoye Khozyaistvo, No. 2 (1946); Izvestia, May 23. 1946, 
¿nd January 1. 1947: N. A. Voznesensky. The Economy of the USSR During World 
War H, 26-27; Trud, March 20. 1949; Moskovsky Bolshevik, February 9, 1950; 
Pravda, December 28, 1949, and April 30. 1950; Izvestia, May 19. 1950; Schwartz, 
Russia's Postwar Economy, p. 30; 1952—estimated on basis of fragmentary data In 
Pravda, October 12, 1953; Pravda Ukrainy, September 25, 1952; Kazakhstanskaya 
Pravda, December 16, 1951 


the 1940s, Magnitogorsk still depended heavily upon Kuznetsk 
and Karaganda coal in 1949.** Similar transport considerations are 
undoubtedly behind the very rapid development of the Moscow 
coal basin, situated in the heart of the Central Industrial Region. 
This region imported 15,000,000 tons of Donbas coal annually in 
the late 1930s. The expansion of Moscow production during 
World War II and the first years thereafter was apparently inad- 
equate to meet the Central Industrial Region's needs fully. A further 
increase in this output, to 50 per cent over the 1948 level, was then 
ordered for the years 1949-53.** Since 1948 output of this basin was 
about 24 million metric tons, this indicates a 1958 goal of about 36 
million tons. To meet the needs of Leningrad and its surround- 
ing industrial area, long a major importer of Donbas coal before 
World War II, the Pechora coal basin in the north received intensive 
development during and after that conflict. In the future the 
Pechora basin is planned to be the source of coal for a large met- 


22 Pravda, October 4, 1949. 
23 Ibid., December 7, 1948. 


24 Planovoye Khozyaistvo, No. 1 (1949), p. 56, gives basic percentage data 
for this estimate. 
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allurgical industry in the Leningrad region. Throughout the USSR 
emphasis is being placed upon development of local coal deposits 
to meet local needs, so far as possible. 

Along with the rise in production and its rapid geographic spread, 
coal output under the Soviet regime has undergone a major technical 
revolution. In the 1930s, primitive methods of coal mining relying 
heavily on manual labor gave way to mechanization, as large num- 
bers of new coal-mining machines were installed in both old and 
new shafts. By 1938, the USSR claimed that 99.1 per cent of its 
coal was mined by mechanical methods, principally coal-cutting 
machines and related equipment. Much of this machinery in the 
Donbas was destroyed during the general destruction of this area's 
major industry during World War II, but after the war Soviet 
writers claimed that the mines were being rebuilt with even more 
modern equipment than before, including many coal-digging com- 
bines with far greater productivity than the older machinery. On 
the other hand, much of the work of cutting new tunnels, loading, 
hauling, and other laborious aspects of coal mining continues to be 


workers, who could be replaced by machinery. Immediately after 
the war material in the Soviet press indicated that much of the coal- 
mining equipment in use in such important areas as the Kuzbas and 
Karaganda fields was worn out and remained idle much of the time 
because of lack of spare parts. As Soviet industry returned to pro- 
duction of coal machinery of all types after the war, large numbers 
of new machines were produced, both to replace worn out equip- 
ment and to mechanize operations formerly done by primitive 
methods. All this permitted a significant improvement in coal- 
mining productivity, but Soviet officials continued to complain that 
much machinery was used poorly and that certain types of key 
operations were still done by hand.?* In late 1949, the head of the 
Soviet coal industry commented: 

It must be recognized that what has been done in the field of 

mechanization is only the beginning of the great work which lies 


ahead of us to be fulfilled in the years immediately ahead in order 
to equip the coal industry with new, still more finished machines and 


?5 Ibid., No. 2 (1946), p. 103. 
26 Ibid., No. 1 (1949), pp. 56-59. 
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mechanisms, and to achieve full mechanization of all processes of 
coal mining at all mines.?* 


A significant development in Soviet coal mining in recent years 
has been the rapid growth of open-cut coal mining from coal de- 
posits on or near the surface, as compared with the older system . of 
underground shafts. “Such open-cut coal production 1 began in Russia 
in 1913, but in 1940 only 3.8 per cent of all Soviet coal, or only about 
6 million tons, was obtained in this way. By 1945, 11.9 per cent, 
or almost 18 million tons, of all Soviet coal was produced in this 
manner, a threefold growth during the war years. Most of the 
increased supply of open-cut coal came from the Urals during the 
war years, particularly the major Volchan site in Sverdlovsk Prov- 
ince. Later, two large open-cut coal sites were opened at Karaganda 
and one in the Khabarovsk territory in the Far East. The great 
advantages of this mode of mining are the increased productivity, 
lower cost of production, and the greater speed with which open- 
cut works can be built as compared with conventional mines. Soviet 
experience indicates that labor productivity in open cuts is roughly 
three times that in mines, while the cost of a ton of coal obtained 
in this fashion is approximately one third that of a ton mined con- 
ventionally.?? In the future, Soviet utilization of this technique is to 
grow more rapidly than the general growth of coal mining. In 
1954 or 1955, output of open-cut coal is planned to be two to two 
and one-half times the 1950 level?? This goal in absolute terms is 
probably equal to about 60 million metric tons, since the 1950 
planned output of open-cut coal was 27 million tons. 

The future perspectives of the Soviet coal industry are indicated 
by Stalin's statement in 1946 that by about 1960 the USSR plans 
to produce 500 million tons of coal annually, about 60 per cent more 
than the actual output in 1953. The Fourth Five-Year Plan laid the 
groundwork for this expansion by requiring the surveying of 765 
sites for mines and open cuts with a total annual output of 361 
million tons. In late 1949 the head of the Soviet coal industry de- 
clared that, to achieve Stalin's goal on schedule, the USSR would 


27 Pravda, September 1, 1949. 
28 Planovoye Khozyaisivo, No. 4 (1948), pp. 37-40. 
29 Ibid.. No. 2 (1950), p. 26 
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have to raise the annual increment in coal output by at least 50 
per cent over that of the preceding years. By about 1960, therefore, 
it seems likely that the USSR hopes to have an annual increase in 
coal output of 30 million tons or more, as against the roughly 20 
million ton annual increase, on the average, achieved during 1946- 
49.80 

While seeking to raise their coal output rapidly, Soviet authorities 
are keenly conscious of the need to raise the quality of their product. 
The Fourth Five-Year Plan provided for a large-scale program of 
constructing coal-concentration plants, and declared that "all newly- 
built pits must have concentration and screening installations," so 
as to eliminate rock and other impurities and provide more uniform 
sizes and qualities of coal. But the continuance of complaints re- 
garding poor coal quality, lack of uniformity in grades, and the need 
for further reduction of ash content of coal suggests that this work 
of quality improvement is attended by many difficulties. 

Efforts to improve Soviet coal technology during the early 1950's 
concentrated upon two directions of effort. First. the "cyclical" 
method of coal mining was being introduced as ranidly as possible 
under pressure from Moscow. In this system each 24-hour period 
of work is accomplished by the rotation of three shifts, two of them 
actually mining coal and the third preparing the mine face and 
tunnels for the next day's mining. Second, the production of mining 
machinery, particularly of improved postwar models, was pushed as 
rapidly as possible. With regard to mechanization, increasing at- 
tention was being given to the mechanization of the work done on 
the surface above the actual mine, particularly to loading and un- 
loading. Mechanization of such work has lagged far behind mech- 
anization of actual mining operations, so that large numbers of 
auxiliary manual laborers have been required on the surface. Press 
reports indicated that there was still abundant room for improved 
efficiency, particularly in the use of machinery and the organization 
of labor. In early 1952 the growth of open-cut coal mining was 
reported to be disturbingly slow, 5 per cent less than the annual 
growth of regular shaft mining. The Fifth Five-Year Plan's pro- 


30 Pravda, September 1, 1949. 
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jected increase of over 110,000,000 metric tons in coal production 
between 1950 and 1955 was scheduled to be made possible mainly 
by the opening of new mines, mostly in the old coal fields though 
some new coal areas were to be opened during the period.?! 
Inefficient use of equipment is apparently a major problem in the 
Soviet coal industry, as well as in other branches of Soviet industry. 
Premier Malenkov, speaking in April 1954, said that in 1953 and 
during the first quarter of 1954, over 40 per cent of all coal com- 
bines and coal-cutting machines, about half of all coal-loading ma- 
chinery, and over 30 per cent of rock-loading machinery were idle. 


Petroleum 


The history of Russian petroleum as an industry in the modern 
sense started about 1870, when foreign interests — first the Nobel 
brothers and then the Rothschilds — began developing the Baku and 
nearby Caucasian oil fields. From a maximum of 42,000 tons an- 
nually before 1870, oil production rose to a peak of 11,500,000 tons 
in 1901, a year in which Russia produced over half the world supply 
and exported more than 1,000,000 tons. The rich Baku area was a 
focal point of international intrigue and struggle immediately after 
the Bolshevik revolution, and not until 1920 did the Soviet govern- 
ment finally seize complete control of the area. From the low point 
reached at the beginning of the 1920's, Soviet petroleum output 
expanded rapidly until the outbreak of World War IL. During these 
years production rose rapidly at Baku, Grozny, and Maikop, the 
chief sources of oil in Czarist times, and at major new petroleum 
fields opened for exploitation east and north of the Caspian Sea. 
Production dropped sharply during World War II, but increased 
rapidly after 1945. The statistical picture of production growth 
follows, in millions of metric tons.?? 


31 Ugol, Nos. 1 and 3 (1952); Pravda, September 19, 1950, June 6, 1951, 
February 12, March 20, and October 12, 1952; Izvestia, May 23, 1952. 

32 Data for 1918, 1927-28, and 1934 from Sot. Stroi, p. 113. 1921 data 
from Narodnoye Khozyaistvo SSSR, p. 6. Data for 1940 and 1945 from A. 
Bergson, J. II. Blackman, and A. Ehrlich, “Postwar Economic Reconstruction 
and Development in the USSR,” The Annals, May 1949, p. 56. Data for 
1950-55 calculated from earlier figures and percentages or absolute figures 
given in Pravda, April 17, 1951, October 6 and 12, 1952, August 9, 1953, and 
January 31, 1954. 
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Year Production Year Production 
HES p E 5s ceri e ideis eram 9.2 1945 ....... seen 19.4 
D NINE TE 4.0 1980 «iecore ii 87.8 
1927-28 ..... ee 11.5 19059 sd eth rero 47.0 
1084 coto danse ey aquas 24.2 1958.— o erausr ses 52.6 
1040 ivre Y PES EN S 81.0 1958 Goal eene 69.7 


The geographic pattern of production and its changes over the 
years are shown in Table 14. 


TapLe 14. Major Sources of Soviet Petroleum Production, 1913-50. 


1913 1927-28 1940* 1945* :1950 Goal* 
(MILLION METRIC TONS) 

Azerbaidzhant ..... 741 741 21.8 11.3 17.0 

Grozny ......eeeees 1.2 3.7 d 
fsal 4.0 

Maikop -scosse 1 J 1.8 
Kazakhstant ....... Al 25 ub 1.0 1.2 
“Second Baku"$ ... — = 19 2.9 9.0 
Uzbekistan ........ = ibd E E! ll 
Turkmenistan ...... B his 8 «f ll 
Other sssancsewses we as T 17 2.0 
Total: sos vedete 9.2 11.75tt 31.0 19.4 35.4 


* Estimated. t Primarily from Baku. t Primarily from Emba Basin. § Includes 
sources in the Bashkir ASSR and Kuibyshev, Molotov, and Chkalov Provinces. 
** Very small. tt Includes 277.000 tons of gas. 


Sources: Data for 1913 and 1927-28 from Sot. Stroi., p. 113. Data for 1940, 1945, and 
1950 goal estimated on basis of information in the Fourth Five-Year Plan; American 
Review on the Soviet Union, August 1946, p. 6; Planovoye Khozyaistvo, No. 2 (1946). 
pp. 70, 85; and No. 3 (1946), pp. 12-19. 

The rapid increase in Baku's output was the outstanding feature 
of Soviet oil development during the 1930's. This increase was ac- 
complished by opening rich new oil areas, drilling new wells, and 
improving the technology of production. Nevertheless, exploitation 
of Baku petroleum resources during this period was wastefully and 
poorly done. Geological prospecting and drilling of exploratory 
wells was at a rate well below that required to insure continued high 
production in the future. Reliance was placed almost entirely upon 
natural underground pressure to force up petroleum. When this 
pressure declined, wells were permitted to become inactive, though 
more oil could have been obtained by modern techniques of ar- 
tificially increasing underground pressure. The importance of small 
producing wells was underestimated, and repair work on them was 
neglected, so that 8,000 to 10,000 fewer tons of oil were obtained 
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from these wells annually than might have been. Directors of oil- 
producing enterprises tended to focus their resources primarily 
upon achieving their current production goals, neglecting work 
necessary to maintain or increase their output in the future.** These 
deficiencies of exploitation technique in the 1930's were important 
contributory causes to the subsequent sharp decline of Baku output 
during World War II. 

In the same period substantial beginnings were made in develop- 
ing production in the "Second Baku" as well as in the Emba Basin 
and other Eastern sources. In 1940 the western areas of the USSR 
accounted for 88 per cent of all oil produced. 

The position of the Soviet oil industry on the eve of the German 
invasion of June 1941 is perhaps best indicated by the 1941 regional 
oil production plan of the Soviet government. In this plan, which 
was originally classified "not to be published" and became known 
to the outside world only after it was captured during the war, the 
total planned 1941 output of 34,000,000 metric tons was to come in 
the main from the following sources: ?! 


Azerbaidzhan (mainly Baku) ........ en 23,000,000 tons 
[e ERRAT ERO LUHEISLILID PIENE 2,710,000 tons 
Maikop kearesesessessoseeesceseseeseseesestoeesoseno 2,710,000 tons 
“Second Baku" ....2 oe err e Er ERR 2,677,000 tons 
Kazakhstan (mainly Emba Basin) «4 edveossomaes eo iia 900,000 tons 
Turkmenistan. «0p nerit ether aceie se a err RR ACIE 800,000 tons 
Ukhta-Pechüra soirs airna Rer rrr xr eve 950,000 tons 
Wendin: ecissicsceueiibtedene sse dibrin ese e e da 850,000 tons 
Far East:«22icoexceidar baccis sein Fu toa ove oranda strains 750,000 tons 


During World War II, Baku's output fell catastrophically. Large 
numbers of skilled personnel as well as trucks and tractors were 
taken by the army. New drilling virtually ceased for several years, 
and production of many wells was halted, in part because of the 
need to "cannibalize" parts from some wells to replace parts worn 
out on others. All petroleum machinery factories in Baku were 
shifted to producing military supplies and armaments, so that newly 
produced equipment and spare parts became unavailable. Not until 
1943 was drilling and prospecting renewed at Baku, and not until 
after the end of 1944 was the production of oil machinery in this 


33 Planovoye Khozyaistvo, No. 1 (1947), pp. 44-45. 
31 Gosudarstvenny Plan Razvitiya Narodnogo Khozyaistva SSSR na 1941 god., 
American Council of Learned Societies Reprints: Russian Series, No. 30. 
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area fully restored. Despite the efforts taken to repair some of the 
earlier damage, Table 14 indicates that in 1945 Baku output was 
only about half that of 1940.3" Such expansion or production as took 
place during the war occurred in the eastern regions, particularly 
in the "Second Baku,” but the output rise there only partially offset 
the Baku decline. 

Detailed statistical information on the fate of different Soviet 
oil-producing areas since World War II has been scanty, but enough 
has been released to make the main trends apparent. By 1950 the 
devastated Western oil areas, the Ukraine, Grozny, and Maikop, 
had been largely restored and technically re-equipped. Baku pro- 
duction grew as drilling began again and as intensive efforts were 
directed toward procuring petroleum from offshore sites under the 
Caspian Sea. The Eastern areas, particularly the Second Baku re- 
gion, increased production steadily. The result of these trends was 
that by 1950 the Western oil areas produced 56 per cent of all Soviet 
oil — about 21,200,000 metric tons — and the Eastern areas 44 per 
cent, or about 16,600,000 tons. In 1940 the Western areas had pro- 
duced about 27,300,000 tons — 88 per cent — as against only 3,700,- 
000 tons — 12 per cent — in the Eastern areas. It seems likely that 
in 1950 the Baku area produced less than the 17,000,000 tons orig- 
inally required by the Fourth Five-Year Plan, while the "Second 
Baku" probably gave more than 10,000,000 tons, an amount well 
over its original plan goal.35 

The year 1952 seems to provide a historic landmark in Soviet oil 
as the first year in time of peace when the Eastern oil fields pro- 
duced more than half the national petroleum output. According 
to official data, the Volga-Urals oil region, or "Second Baku," alone 
accounted for 40 per cent of all Soviet oil production, or about 
18,800,000 tons. Other Eastern areas provided more than ten per 
cent of total oil output. If we estimate roughly that the Western 
oil areas contributed about 48 per cent of all Soviet petroleum in 
1952, this is equivalent to about 22,200,000 tons, little more than 
the 1950 total for this region given above.?? 

This last indication that Baku has lagged seriously in the. early 


1950's is strengthened by the published complaints appearing in 


35 Planovoye Khozyaistvo, op. cit., pp. 89-41. 
30 This discussion based mainly on data in Pravda, April 17, 1951. 
37 Based on N. K. Baibakov's speech quoted in Pravda, October 11, 1952. 
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mid-1952. The necessary conditions had not been created at Baku 
for increasing oil output from wells under dry land, and slow drill- 
ing was a major bottleneck, it was charged. A major purge of Baku 
production executives apparently took place in the late. summer of 
1952, reflecting effort to improve. this situation.*® 

Although the geographical dispersion of Soviet oil production in- 
creased sharply before 1941, the great predominance of Caucasian 
oil among Soviet petroleum resources imposed heavy transport costs 
on the USSR. With the expansion of industry and the use of ma- 
chinery throughout the country's vast territory, petroleum products 
were required throughout this area, and most of them had to come 
from the Baku-Brozny-Maikop triangle. The average length of haul 
for oil products increased sharply as a result, the average distance for 
such hauls by rail rising from under 400 miles in 1913 to over 700 
miles in 1937. In the late 1930's and even a decade later, the 
Soviet oil-transportation system was far inferior to that of the United 
States, being much more dependent upon railroads and making 
relatively little use of cheap pipeline movement, as shown below: 3? 


Percentage of Oil Transport 


Means UNITED STATES USsn 
Railroad: «occ EXE eee 2.9 49.7 
Water sitcndasiccncas 26.6 45.9 
Oil pipeline 71.2 11.4 


Only two pipelines existed in Czarist Russia. The number of such 
lines and their carrying capacity have been sharply increased under 
the Soviet regime, particularly in the "Second Baku" and other east- 
ern fields since the mid-1930's. The sharp changes in the relative 
importance of different oil fields brought about by World War Il 
and later developments have done much, probably, to make the 
geographical pattern of petroleum output coincide somewhat better 
with the pattern of consumption, so as to reduce the average trans- 
port haul for each ton of this product and its derivatives. 

The oil industry went through a technical revolution during the 
1930's. Improved methods of drilling were introduced, along with 
better tools and much more extensive use of electric motors. These 


38 Bakinsky Rabochi, September 24, 1952. 
39 Balzak, et al., op. cit., pp. 220-21. 
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and other changes are reported to have cut drilling costs to half 
the 1913 level by the early 1930's.** Methods of oil extraction were 
also sharply improved. Pumping of oil from under the ground re- 
placed bailing, and electricity replaced steam power, so that oil- 
extraction costs dropped to less than half their former level. Never- 
theless, even in 1946, a Soviet petroleum industry head complained 
that oil-extraction technology was behind that of the United States 
and was not yet applying sufficiently modem scientific techniques 
for maximizing the percentage of petroleum reserves obtained and 
lowering costs.*! 

Helped significantly by American petroleum technicians and 
modern American machinery, the USSR greatly modernized and 
expanded its oil-refining industry between 1928 and 1940. In 1928 
the USSR did not have a single petroleum-cracking unit for refining 
purposes and depended primarily upon direct distillation to obtain 
gasoline, lubricating oils, and other valuable components of crude 
petroleum. By 1937 almost 60 per cent of the USSR’s greatly ex- 
panded production of gasoline was obtained by the cracking process. 

The speed of technological progress has been great during the 
postwar period. Such advanced techniques as turbine drilling for 
wells dug as deep as 15,000 feet into the ground, slant wells for 
obtaining oil from under the sea, and catalytic cracking have been 
widely introduced. A synthetic oil industry has been created and 
is growing, though its precise magnitude is cloaked in secrecy. Pipe- 
lines have been greatly expanded. On the other hand, as late as 
1952 or 1958, available evidence indicated that there was much 
inefficiency in drilling activity, slow progress in introducing sec- 
ondary methods of oil production, and shortages of essential ma- 
chinery. As of 1950 it seems likely that crude oil production had 
or was threatening to outrun refinery capacity, for the Fifth Five- 
Year Plan called for a doubling of Soviet refinery capacity by 1955. 
The inadequacy of Soviet pipelines — said to have attained "tens 
of thousands of kilometers" by 1952 —is indicated by ambitious 
plans to increase the volume of pipeline transport work five times 
between 1950 and 1955. That existing pipelines were not being 


39 Alcan Hirsch, Industrialized Russia, pp. 145-46. New York: Chemical 
Catalog Co., 1934. 
31 Ibid., pp. 146-47. Planovoye Khozyaistvo, No. 3 (1946), pp. 12-19. 
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used fully is suggested by the complaints about the lack of high- 
pressure pumps needed for pipeline operation.*? 

The rapid progress of Soviet oil production since 1945 has per- 
mitted petroleum consumption to rise far above previous standards, 
while the Soviet Union had even become a net oil exporter by 1953. 
Simultaneously, however, there has been continued government 
backing of drastic petroleum economy measures — such as the en- 
couragement given to the use of solid fuels and other non-petroleum 
fuels for trucks and tractors. There is no surfeit of oil in the Soviet 
Union, nor will there be such even if Stalin's original goal of 60,- 
000,000 tons is reached before 1960, as now seems likely. 


Electric Power 


From the very beginning of the Soviet regime, the rapid develop- 
ment of electric-power production has been a primary objective. 
The GOELRO plan adopted in 1920 looked forward to the devel- 
opment of Soviet industry and transportation on the basis of a 
rapid rise in the available supply of electric power. To Lenin and 
other Soviet leaders, electricity appeared almost as a magic instru- 
ment, which would permit them to free their country from its tech- 
nological backwardness and would enable the Soviet Union to 
achieve high levels of industrial production and efficiency. They 
looked with disdain upon the comparatively small amount of elec- 
trification achieved in Czarist Russia, where even in 1913 the avail- 
ability of electric power was concentrated mainly in a few large 
cities, particularly Leningrad and Moscow. 

The objective of a rapid increase in electric-power capacity and 
energy production has been achieved during the Soviet regime. The 
statistical record of that achievement is given in Table 15. 

The rapid development of electric-power generating capacity and 
production between 1928 and 1940 completely altered the former 
character of the Soviet electrical economy. As late as 1926, two 
thirds of all Soviet electric power was produced in small municipal 
and industrial power plants serving small areas, only one third com- 
ing from large plants. By 1935 these proportions had been more 
than reversed, and over three quarters of all electrical energy was 
produced by large regional power stations and major industrial 


42 Izvestia, October 3, 1952, and Pravda, October 11, 1952. 
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TaBLE 15. Electric-Power Generating Capacity and Production in the USSR 


since 1913. 
Capacity Production 
Year (MILLION KILOWATTS) (BILLION KILOWATT-HOURS) 
1919 5o cocos EEEN 13 1.9 
VOD Lies. ana 12 5 
199B 55 eot tier 19 5.0 
1984. 5 re tho 6.8 21.0 
1940 ioi eise 118 48.3 
o c ————— Á——— Á 10.7* 43.2* 
ABB ccumnmcames a 24.0* 90.5 
ION eode eM ER eda 27.0" 104.0 
bien TEE 31.0* 117.0 
POSS T hie ee 34.0* 133.0 
1954 Goal............ 40.0* 147.5 
1958 Goal. ees 48.0* 163.0 


* Estimated. 


Sources: 1913-1934—Sot. Stroi., pp. 82-83; 1940-1945—Abram Bergson, et al., op. cit., 
p. $6; 1950-55—see note 32 above. 


power plants. In 1926, large generating plants had produced only 
about 1.2 billion kilowatt hours; in 1935 they produced 19.5 billion 
kilowatt hours. In the late 1930's a reaction occurred against such 
super stations. Their builders were denounced as guilty of "gigan- 
tomania," and were told to give more emphasis to small and me- 
dium-sized stations.*? 

A revolution was wrought in the nonagricultural areas of the 
Soviet economy as the ever-increasing availability of electric power 
provided the essential foundation for creation of new industries and 
technical reconstruction of old ones. Electrical drives replaced me- 
chanical drives on a large scale, and electro-thermal and electrolytic 
processes began to be employed far more frequently than ever 
before. The extent of the transformation in different branches of the 
economy may be indicated by comparing their electric-power con- 
sumption in two years less than a decade apart.*: 


1926 1935 

(MILLION KILOWATT-HOURS ) 

Industry 2,480 17,970 
Transport 90 570 
Municipal and household use ...... 660 3,760 
Agriculture EONAR T ET EIT 30 190 


It is clear from the above that industry was by far the main bene- 


13 Planovoye Khozyaistvo, No. 10 (1939), pp. 26-33. 
44 Electric Power Development in the USSR, p. 31. Moscow: 1936. 
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ficiary of this rapid electrification process, though transport employ- 
ment of electricity rose sharply, as did urban consumption for 
lighting and other uses. Up to the present, agriculture has been 
least affected and benefited by electric power, though some efforts 
have been made in the postwar period to increase the employment 
of this energy in rural production and consumption. 

It has been estimated that electric-power generating capacity of 
5,000,000 kilowatts, 44 per cent of the 1940 Soviet capacity, was 
destroyed during World War IL55 Nevertheless, so energetic was 
the construction of new generating capacity in the unoccupied 
eastern area and so quickly was part of the damaged western ca- 
pacity rehabilitated that by the end of 1945 both capacity and pro- 
duction had virtually regained prewar levels. 

The development of electric-power production and capacity since 
World War II has been one of the most remarkable phenomena of 
Soviet economic history. In 1953 both output and capacity were 
more than three times the levels of 1945; the goals planned for 1955 
are roughly quadruple the 1945 figures. Without such rapid ex- 
pansion the general postwar upsurge of Soviet industry would have 
been impossible, the need being greatest in such heavy power- 
consuming processes as the production of nuclear weapons (both 
atomic and hydrogen bombs), aluminum, and magnesium. One au- 
thoritative Soviet source has indicated that the longer-range goal, 
for 1960 or thereabouts, is 250,000,000,000 kilowatt-hours production 
annually, roughly six times the 1945 output and almost three times 
the 1950 level.:5 

Since World War II the devastated electric-power facilities of the 
formerly occupied western areas have been rebuilt and expanded 
beyond prewar levels, while much further expansion has taken place 
in the never-occupied areas east of the Leningrad-Moscow-Stalin- 
grad line which marked the furthest German advance. Indicative of 
the steady rehabilitation in the West is the report that in the 
Ukraine, electric-power production in 1948 was only 75 per cent of 
the 1940 mark, but by 1951 was 140 per cent of the 1940 figure.*7 
Progress in the eastern region from the Volga River Valley to the 


45 Bergson, et al., op. cit., p. 54. 
36 Izvestia, September 10, 1952. 
47 Pravda Ukrainy, September 25, 1952. 
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Pacific Ocean may be judged from Malenkov's statement that in 
1951 this area produced more than 40 per cent of all Soviet electric 
power.*8 This percentage indicates that this vast eastern region 
produced about 42,000,000,000 kilowatt-hours in 1951, an amount 
almost 90 per cent as great as the power production of the entire 
country in 1940. 

Despite this vast expansion of electric-power output, there was 
much evidence of continued power shortages during the early 1950's 3 
In November 1952 stringent limitations on electric-power use during 
evening hours were announced in Moscow; a strained power situ- 
ation was said to exist in Kazakhstan; Uzbekistan was reported to 
have an inadequate reserve of steam power stations, so that indus- 
tries receiving hydroelectric power in the summer had great dif- 
culties during other periods of the year; Latvian factories were said 
to be inadequately supplied with electricity; and the power supply 
in the Ukraine was officially declared inadequate for the area's 
needs,’® Judging by United States experience with the vast electric- 
power requirements of nuclear weapons production, it.seems.reason- 
able to conclude that the corresponding drain on the Soviet power 
supply played an important role in producing at least some of the 
shortages complained of in the areas mentioned above. 

Hydroelectric-power development received the greatest publicity 
in the postwar period, but the available data seem to indicate clearly 
that ordinary steam power plants, employing coal, oil, and other 
fuels, accounted for most of the expansion of power production 
between 1945 and 1958. In mid-1952 it was reported that over 80 
per cent of Soviet power came from steam, or thermal, plants.®° 

The Soviet government has announced that on June 27, 1954, it 
opened a 5,000-kilowatt atomic power plant, a plant actually pro- 
ducing electricity for industrial and agricultural needs. It added 
that Soviet engineers were working on 50,000- and 100,000-kilowatt 
atomic power plants. The Soviet government would seem to have 
made an important advance in experimentation regarding atomic 
power for civilian needs. The 5,000-kilowatt station is obviously 


48 Pravda, October 6, 1952. 

19 Vechernaya Moskva, November 27, 1952; Kazakhstanskaya Pravda, Sep- 
tember 21, 1952; Pravda Vostoka, September 23, 1952; Pravda, October 8, 
1952; Pravda Ukrainy, September 25, 1952. 

50 Pravda, July 20, 1952. 
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too small to produce electric power economically, though it should 
be valuable as a pilot plant for larger future operations. 

In 1950, total Soviet hydroelectric production was 18.3 per cent 
of all electricity generated, or about 16,000,000,000 kilowatt-hours, 
as compared with about 5,000,000,000 kilowatt-hours from this 
source in 1940.” By 1955, the Fifth Five-Year Plan called for hydro- 
electric capacity three times that of 1950. If this capacity were to be 
attained and production were to rise correspondingly, Soviet hydro- 
electric output would be about 48,000,000,000 kilowatt-hours, or 
about 83 per cent of the total electric power goal for that year. 
Whether these figures will actually be attained remains to be seen. 

The most famous Soviet hydroelectric station is that on the Dnepr 
River near Zaporozhe, which had a capacity before World War 
II of over 500,000 kilowatts, and which had to be completely rebuilt 
after suffering great destruction during the war. Other important 
waterpower stations built before the war were at Volkhov and on 
the Svir River, both near Leningrad; at Shcherbakov and Uglich 
on the Volga; at Chirchik and on the Chu River in Central Asia; 
and on the Tuloma, Niva, and Suna Rivers in Karelia and the Kola 
Peninsula in the Northwest. The largest Soviet hydroelectric station 
announced publicly to have begun power output since 1945 is the 
Ust-Kamenogorsk station on the Irtysh River in Eastern Kazakhstan 
which began operation in July 1958. Work had begun on this plant 
in 1948 or earlier, and it was said to be the biggest hydroelectric 
station in the area east of the Urals, being often compared to the 
Dnepr station.5? 

Among the most significant hydroelectric projects scheduled for 
completion by 1955 or shortly thereafter are the following: at 
Kuibyshev on the Volga River a station with 2,000,000 kilowatts 
capacity and average annual output of 10,000,000,000 kilowatt- 
hours; at Stalingrad, also on the Volga, a station with 1,700,000 
kilowatts capacity and 10,000,000,000 kilowatt-hours annual average 
output; a 250,000 kilowatt station at Kakhovka on the lower Dnepr 
River with annual output of over 1,000,000,000 kilowatt-hours. To- 
gether these stations are scheduled to produce anually over 21,000,- 
000,000 kilowatt-hours of electric power. Both the Kuibyshev and 


51 Izvestia, September 10, 1952. 
52 Pravda Ukrainy, November 27, 1952, and Pravda, July 3, 1953. 
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Stalingrad stations will be far larger than the Dnepr power station 
built in the 1980’s. Much of their power will be moved at high 
voltage over a long distance to Moscow. In their case, at least, the 
former policy on "gigantomania" has apparently been reversed. The 
large Mingechaur hydroelectric station in Armenia had already 
begun at least partial operation by 1954. 

The ambitious nature of future Soviet plans for hydroelectric de- 
velopment was indicated by the Fifth Five-Year Plan. This called for 
starting work before 1956 on new large stations at Cheboksary on the 
Volga, Votkinsk on the Kama, Bukhtarma on the Irtysh, and others. 
By early 1954 work had begun on the first of a series of large hydro- 
electric stations on the Angara River in Eastern Siberia. The first 
of these stations, near the city of Irkutsk, was reported planned to 
have a capacity more than twice as great as that of the Dnepr 
station, that is, over 1,000,000 kilowatts.53 

A major feature of Soviet electrical development has been the 
rise of a number of large regional power systems combining the 
power generated by a number of different stations located within a 
given area. The Moscow system, for example, produced in 1936 
more than 5 billion kilowatt-hours, and is one of the largest and 
most powerful electrical systems in the world. Other major power 
systems in the USSR at the end of the 1930's included the Lenin- 
grad, Gorky-Ivanovo, Dnepr, Donets Basin, Baku, Urals, and Kuzbas 
power systems. Most of these major concentrations of electric-power 
capacity and production exceeded individually in 1938 the total 
capacity and production of prewar Russia. In addition, the USSR 
has developed many smaller, localized high-voltage power networks 
for less important individual areas. The eventual goal of the Soviet 
regime is the creation of one unified national power system, so that 
electric power can be shifted from area to area in response to the 
varying requirements imposed by changes in supply and demand in 
different parts of the country. An indication of the postwar growth 
of Soviet regional electric-power systems is given by the fact that 
the Moscow system at the end of 1949 had one third more capacity 
than in 1940.5! 


53 Pravda, October 12, 1958, and February 22, 1954. 
54 Balzak, et al, op. cit., pp. 284-86. Moskovskaya Pravda, February 21, 
1950. ] 
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A number of key facts about the Soviet electric-power industry 
were revealed by Deputy Premier M. G. Pervukhin in his speech 
published in the Soviet press April 27, 1954. The most important 
were: 


l. The cost of electric-power generation was 10 kopeks per 
kilowatt-hour in thermal stations of the Ministry of Electric Power 
Stations and about 2 kopeks per kilowatt-hour at hydroelectric sta- 
tions. These costs, however, presumably do not include interest on 
investment. Mr. Pervukhin implied that there had been a dispute 
between the backers of thermal and the supporters of hydroelectric 
power. His attack on those who believed that hydroelectric power 
always required more capital investment than thermal power, and 
his assertion that one should take into account capital investment 
in the coal industry necessary for generating electric power in 
thermal stations, suggested that the supporters of hydroelectric 
power held the ascendancy at the time he spoke. 

2. He revealed that there had been great growth in the large 
electric-power networks of the country. The central electric-power 
system, including the power systems of Moscow city and province, 
and Tula, Ivanovo, Vladimir, Yaroslavl, and Gorky provinces, had 
twice the 1940 capacity. The Urals system, embracing Chelyabinsk, 
Sverdlovsk, and Molotov provinces, had 3.7 times the capacity it 
had in 1940. The sharpest capacity gain, 13 times, had taken place 
at the Karaganda power system, while even the restored Southern 
(Dnepr-Donbas) system had 1.7 times as much power as in 1940. 
After completion of the Kuibyshev and Stalingrad hydroelectric 
stations, he said, "there will be created the united power system of 
the European part of the Soviet Union, the greatest such system in 
the world." 

8. At the time he spoke, there were being built or expanded 711 
electric-power stations, which at their completion would provide 
additional electric-power-generating capacity equal to 75 per cent 
of existing capacity. In the future, he seemed to imply, there would 
be greater concentration on hydroelectric power than in the past. 

That the Soviet government is keenly pushing research aimed at 
the generation of electric power economically from atomic energy 
would seem to be indubitable. As noted above, the Soviet regime 
claimed to have begun producing electric power on June 27, 1954, 
from a 5,000-kilowatt atomic power station. A clue to Soviet think- 
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ing on this subject seems to have been provided by the head of the 
Academy of Sciences, Academician Alexander Nesmeyanov, writing 
in Kommunist, No. 6, 1954: 

Theoretical studies on the structure of the atomic nucleus, nuclear 
forces, and radioactivity have laid the foundation of the Soviet atomic 
industry. Our scholars must try to discover ever newer ways of 
receiving nuclear energy, fuller means of utilizing the energy of 
nuclear processes so as to make atomic energy accessible for wide 
utilization in industry and transport. 

The advance of atomic energy into broad peaceful employment is 
undoubtedly a matter of an entire epoch, and old means of producing 
energy will coexist with atomic energy just as the steam engine does 
with the electric motor. 


Iron and Steel 


Iron and steel are in many ways the foundation metals of our 
industrial civilization, being used widely for many different pur- 


poses. including. construction, machinery, transport equipment, and 
so on. In time of war, of course, steel is absolutely essential for the 


production of guns, munitions, tanks, and other military essentials. 


out the industrialization period has been the development of iron 
and steel production. 

The statistical record of iron and steel production under the Soviet 
regime is shown in Table 16. 


Tan_e 16. Iron and Steel Production in the USSR since 1913. 


Pig Iron Steel 
Year (MILLION METRIC TONS) 
1818. 55s scettr 4.9 4.2 
TODO Forora ES al 2 
1927-98 ....... enne 8.3 4.8 
1084 aoaea ues crue 10.4 9.7 
1940: 2: oec era et esie 15.0 18.3 
1945 ..... eene DE DR 9.2* 11,2* 
TOSO ce a eb ns tacens 19.8 27.8 
1081 rrietara EAT ETNAS 22.0 81.4 
1952 .asssessanrssrerovnsa 25.1 34.5 
TONG ereraa p e eb ee 97.4 38.0 
1954 Goal ....... eee 30.0* 41.2 
1955 Goal... ee ce eee 34.0 44.2 


* Estimated. 
Sources: 1913-1934— Sot. Stroi, p. 133; 1940—Fourth Five-Year Plan; 1945—Bergson, 
et al. on. cit., p. 56: 1950-53—Soviet government economic reports for 1950-53; 1954 
steel goal based on Pravda, April 27, 1954; 1955 goal—Fifth Five-Year Plan percent- 
age targets applied to 1950 output. 
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A serious possibility exists that the steel data for 1950 and after- 
ward are not precisely comparable with the earlier figures. Up to 
late 1950, foreign investigators had based their estimates of Soviet 
steel production on the basis of data released in a technical Soviet 
publication issued in 1947. This, together with official percentage 
data released for later years, suggested that 1050 steel production 
was about 25,000,000 metric tons, But the November 1950 speech 
of Politburo member N. A. Bulganin and the official report on the 
completion of the Fourth Five-Year Plan both gave data which 
indicated 1950 Soviet steel production was over 27,000,000 metric 
tons. This substantial discrepancy has never been fully or satis- 
factorily explained. One American investigator has suggested that 
the difference arises because the Soviet government has redefined 
steel production so as to include cast iron which was not formerly 
included in the steel figure. If so, then the figures for 1950 and 
later given above should be reduced by several million tons each 
year in order to make them comparable with the earlier data as 
well as with Western steel statistics.” 

Expansion of iron and steel production during the prewar five- 
year plans was accomplished both by the reconstruction and ex- 
pansion of the old plants built in pre-Soviet times, particularly in 
the southern region, and by building new plants in various parts 
of the USSR, particularly in the Urals and Siberia. In 1940 more 
than 80 per cent of the total production of ferrous metals in the 
USSR came from plants entirely reconstructed or built during the 
Soviet regime. Among the largest new steel plants built in the 1930's 
were those at Magnitogorsk and Novo-Tagil in the Urals, at Kuz- 
netsk in Siberia, and at Zaporozhe in the Ukraine; the Elektrostal 
plant in Moscow; and others. Many of the new iron and steel plants, 
as well as those reconstructed and expanded, are really large met- 
allurgical and chemical combines. They engage not only in the 
output of iron and steel but also in the production of coking coal 
and of chemicals that are by-products of the coking process. In 
1936 the Magnitogorsk plant produced 1,557,000 metric tons of pig 
iron and the Kuznetsk combine turned out 1,368,000 tons. Since 
then the capacity and output of both establishments have increased 
substantially. 


55 Cf, D. B. Shimkin, Minerals — A Key to Soviet Power, p. 86. 
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From the locational point of view, the most striking development 
of the 1930's was the creation of a.giant modern iron. and. steel in- 


MILLION METRIC TONS 


SENTAN 
TTI AT 
MP AMMENME 


ap a 1920 E EE TERES ser 1940 pet Ta) 
FicunE 3. Production of Pig Iron and Steel in the USSR, 191 "d 


Sources: Official Soviet publications and author's estimates. 


dustry in the east — at Magnitogorsk and elsewhere in the Urals, 
in the Kusnetsk basin of Western Siberia, and at Komsomolsk in 
the he Far East. We have noted above that the Kuznetsk- -Magnitogorsk 
development was originally founded on the basis of an exchange of 
coal and iron ore over the long distance separating the two areas. 
The subsequent tendency has been for each of these giant combines 
to become less and less dependent on each other, utilizing, more and 


more, nearby supplies, as well as coal from the intermediate Kara- 
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ganda Basin in Kazakhstan. In the 1930's, the eastern metallurgical 
base did not produce a complete rounded assortment of iron and 
steel products, so that even in 1940 large amounts of steel products 
had to be shipped to the Urals and beyond from the western areas, 
while other eastern steel products were cross-hauled in the opposite 
direction. The changing geographic distribution of the total pig-iron 
and steel output of the USSR since 1918 is shown by the data in 
Table 17. 


Taste 17. Regional Distribution of Iron and Stcel Production in the USSR in 
Selected Years. 


Region 1918 1927-28 1940 1945 1950 Goal — 1951 
PIG INON 
(MILLION METRIC TONS) 
Southern ....... 8.1 2.4 9.9 fu 6 10.4 11.7 
Central ........ 2 2 9 md 7 6 
Eastern ........ 9 at 4.2 6.6 8.4 9.7 
STEEL 
Southern ....... 3.2 25 11.2 ( 21 9.4 13.2 
Central ........ Jl 8 1.2 i E 3.6 2.2 
Eastern ........ 9 1.0 5.9 9.1 12.4 16.0 


Sources: 1913 pig iron figures and 1927-28 data from Sot. Stroi. (1933-38), pp. 56-57. 
Other data estimated on basis of information in Fourth Five-Year Plan; Planovoye 
phos yatstna, No. 2 (1946), pp. 89-99; Pravda, July 29, 1948 and October 13, 1952; 
Pravda Ukrainy, September 25, 1952. 


The data in Table 17 indicate that from a percentage point of 
view the distribution of iron and steel production changed only 
relatively slightly from 1913 to 1940, much less than is perhaps 
generally recognized, in view of the great publicity given the eastern 
development. World War II was the period during which decisive 
changes occurred in the locational pattern. The Germans were re- 
sponsible for the destruction of 62 blast furnaces and 213 open 
hearth furnaces in the area they occupied. In the eastern area, 
during 1943 and 1944, however, 13 blast furnaces capable of pro- 
ducing 2,300,000 tons of pig iron, 70 steel furnaces capable of 
producing 2,800,000 tons of steel, and 28 rolling mills with an annual 
capacity of 1,700,000 tons of finished steel began operation. These 
developments completely altered the old geographical production 
pattern. 

As is evident from Table 17 above, between 1945 and 1951 the 
Soviet Union succeeded simultaneously in rebuilding its war-dev- 
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astated southern (mainly Ukrainian) iron and steel industry to a 
production level beyond the prewar peak, while expanding the 
eastern (mainly Urals and Kuzbas) industry still further, The pro- 
duction pattern in the early 1950's, therefore, was far more balanced 
than it had been in the prewar era, when the South predominated, or 
in 1945, when the East was dominant. Yet the Soviet steel industry 
continued to be concentrated in a relatively few areas. Chelya- 
binsk Province in the Urals, which includes Magnitogorsk among 
other plants, was reported in 1952 to have “long ago” exceeded the 
pig iron and steel output of all Czarist Russia in 1918, that is pre- 
sumably to have an output well over the 4,200,000 metric tons of 
pig iron and the same amount of steel produced in that prewar year. 
For comparison it may be noted that fifteen years earlier, in 1937, 
Chelyabinsk produced only about 1,700,000 metric tons of pig iron 
and probably little more than 2,000,000 tons of steel Similar 
rapid growth at the Kuznetsk Combine in Western Siberia is in- 
dicated by the report that in the early 1950's this complex was 
producing 40 per cent more pig iron and 25 per cent more steel 
than before World War II." This suggests that the Kuznetsk Com- 
bine alone was producing over 2,000,000 tons each of pig iron and 
steel annually in 1952. 

Coincident with the expansion in the amounts of pig iron, steel, 
and rolled metal produced, there occurred a great diversification in 
virtually all types of carbon and alloy steels, as well as a wide 
variety of steel shapes and forms. Thus the Soviet iron and steel 
industry was able to meet the increasingly diverse and severe de- 
mands of the rapidly expanding machinery, construction, and other 
industries. One indication of this increasing technological self- 
sufficiency is the fact that the USSR's ferrous metals imports fell 
from about 1,200,000 metric tons in 1931, 22 per cent of the country's 
consumption at that time, to 97,300 tons in 1940, only .7 of one per 
cent of consumption. But as noted above, this greater variety of 
output was not properly distributed over the country, leading to 
transport difficulties. 


56 Pravda, October 11, 1952, and Sot. Stroi. (1933-1938), pp. 56-57. 

57 Trud, April 3, 1952. 

58 [. P. Bardin and N. P. Banny, Chernaya Metallurgiya v Novoy Pyatiletke, 
p. 9. Moscow-Leningrad: 1947. 
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The efforts being made by the USSR to achieve a more rational 
distribution of the output of finished steel products may be illus- 
trated by the data below for steel-tubing output in different areas 
8s a percentage of the national total: 5? 


Region 1940 1950 Goal 
Ukraine uc 9 44.0 
Caucasus - - w = 18.0 
Center... 20.3 13.0 
Eastern 7.8 25.0 


Great strides have been made in the technological level of Soviet 
iron and steel production since 1928. As new plants were built and 
old ones reconstructed, Soviet leaders sought to introduce the most 
advanced equipment and techniques available. One of the most 
significant trends has been toward increasing the size of basic 
production units such as blast furnaces and open-hearth furnaces. 
An illustration of the changes that have resulted may be given by 
citing the fact that in 1900 Russia had 302 small blast furnaces, 
which produced 2,900,000 tons of pig iron. In 1940 the USSR had 
92 blast furnaces, which produced 15,000,000 metric tons of pig 
iron. During the whole period, 1928 to 1940, the average produc- 
tivity of a Soviet blast furnace increased fivefold.?' Similarly, in- 
tensive work has been done on making it possible for all stages of 
iron and steel production to be automatically regulated; on intro- 
ducing modern methods of rolling, including the continuous strip 
mill technique; and not least, on increasing the relative importance 
of scrap iron and steel in the industry’s raw material base. In the 
past the Soviet Union has been badly deficient in scrap metal, so 
that pig-iron output often exceeded steel production. As late as 
1935 the USSR produced 12,500,000 tons of pig iron and only 12,- 
400,000 tons of steel. Progress in the direction of freeing steel out- 
put from complete dependence on pig-iron production was already 
substantial in 1940, however. 

The main technical trends of the Soviet iron and steel industry 
in the postwar period may be summarized as follows: 

First, continued development of very large plants. In 1951 about 
60 per cent of all Soviet iron and steel mills were capable of produc- 

58 Ibid., p. 128. 

80 Ibid., pp. 71-72. 
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ing over 1,000,000 tons of iron or steel a year, as against only 39. 
per cent which Tad this much capacity in 194 

Second, continued progress in more pesi un use of existing 
physical capacity. The amount of steel produced per square meter 
of open hearth furnace increased 42 per cent between 1940 and 
1952. Facilitating this more intensive use was the introduction of 
improved equipment and methods. Particularly stressed have been 
the use of automatic controls in blast and open-hearth furnaces, 
and in rolling mills, as well as the use of pure oxygen in steel 
smelting.?? 

Third, great progress has been achieved in making iron ore avail- 
able from sources near the main consuming plants. Counterbalanc- 
ing this has been the problem of depletion of best quality ores. Thus 
the Kuznetsk iron and steel combine in the early 1950's secured 80 
per cent of its iron ore from nearby sources rather than depending 
primarily upon Magnitogorsk ores from more than 1,000 miles away, 
as formerly. It did so, however, only at the cost of using poorer 
quality ores. How serious the over-all iron ore situation has become 
is evidenced, at the extreme, from the fact that Soviet metallurgists 
are studying the possible use of some ores having as little as 20 
or 30 per cent iron content, roughly half the iron content considered 
normal for good ore before World War II. With the depletion of 
the richest ores at Krivoi Rog, the southern iron and steel industry 
is being forced to turn increasingly to the troublesome Krivoi Rog 
and Kursk iron quartzites and to the difficult brown ores of the 
Kerch Peninsula, ores with harmful impurities that are difficult 
and expensive to remove.** 

Fourth, the problem of sufficient ferrous scrap has become trouble- 
some since about 1950. The vast reserves. of wartime scrap were 
largely exhausted by 1950.0r 1951, while the demands, of, steel 
production for scrap grew greatly. This scarcity is apparently the 
motive for the higher percentage production increase scheduled for 
pig iron than for steel during the Fifth Five-Year Plan period. 

Fifth, the basic line of Soviet iron and steel development is ap- 
parently to be the further expansion, through semi-duplication, 


81 Pravda, October 13, 1952. 

82 Ibid. 

93 Pravda, September 7, 1958. I. Bardin, “Razvitiye Metallurgicheskoi Bazy 
Narodnogo Khozyaistva v Pyatoi Pyatiletke," Planovoye Khozyaistoo, No. 2 
(1953), pp. 24-81. 
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of the great combines now existing in-the Ukraine, the Urals,. and 
the Kuzbas. The primary motivation here seems to be economy of 
construction cost, though this policy works counter to the previously 
enunciated policy of more equitable geograpic distribution of in- 
dustry. Iron and steel plants built or being built in new areas, as in 
Georgia in the Caucasus and near Leningrad, are to play a secondary 
role up to 1955 at least. Small plants working on scrap or converting 
pig iron from other sources into steel are to be set up in different 
parts of the country to meet the needs of local consumer goods 
producers for galvanized iron and the like. 


Nonferrous Metals 

The nonferrous metal industry of the USSR is engaged in the 
mining and refining of copper, lead, zinc, aluminum, tin, and other 
metals. To the extent that some nonferrous metals occur together 
in complex polymetallic ores, such as those containing lead, zinc, 
silver, and other metals, various parts of the nonferrous metal in- 
dustry are intimately related with one another. Other branches, on 
the other hand, such as the aluminum industry, which produces its 
final metallic product from bauxite and other ores, are independent. 

Quantitatively, each of the nonferrous metals is produced in only 
relatively small amounts, and even the aggregate of their produc- 
tion is far below that of pig iron or steel. These metals, however, 
play a vital part in modern industry. The rapid industrialization 
of the USSR during the late 1920’s and thereafter brought with it 
a sharply increased need for these metals. Most important non- 
ferrous metals had been produced only in relatively small quantities 
during the Czarist era or not at all, as in the case of aluminum and 
tin. Before the middle 1930's, a high percentage of Soviet require- 
ments was met by relatively large imports from abroad. 

Determined to make the Soviet economy independent of other 
nations in this as well as other fields, Soviet leaders projected and 
carried through a very large expansion of the production facilities 
and actual output of these metals. One indication of the success 
of this effort is the fact that between 1929 and 1935 the total im- 
ports of six major nonferrous metals — copper, nickel, aluminum, 
tin, lead, and zinc — dropped from about 117,000 metric tons to less 


64 Bardin, op. cit., passim. 
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than 79,000 metric tons. This drop occurred as the result of rising 
production, which more than made up for the increased Soviet 
need for these metals. But even in the late 1930's the USSR was 
still not completely independent of foreign nonferrous metals. Large 
imports of nonferrous metals were secured by tbe USSR under the 
Lend-Lease and Mutual Aid programs of World War II. In the 
postwar era this need continues. 

The German successes in World War II in occupying so much of 
the western region of the Soviet Union resulted in heavy loss by 
the Soviet nonferrous metals industry, particularly the aluminum, 
zinc, and manganese branches. A number of the major mines and 
refining works of this industry were located in the area occupied 
by the Germans, so that their production was lost for part of the 
war. Presumably, these facilities were severely damaged or de- 
stroyed before the Soviet Union regained them. In the postwar 
period a major effort is being made to increase sharply the produc- 
tion of these metals. Expansion is taking place in the never-occupied 
areas, which had already increased production substantially during 
World War II. In addition the destruction in the formerly occupied 
territory has been repaired, and production is increasing there. 

Copper. Copper production began in Russia during the era of 
Peter the Great, being concentrated in the Urals. By the middle of 
the eighteenth century, Russia was one of the world's great copper 
producers and had become a major exporter. In the late nineteenth 
century, Urals production was supplemented by that in the Caucasus, 
where new copper deposits were exploited through the efforts of 
foreign investors. Copper production in Russia in 1913 consisted 
of about 31,000 metric tons of blister copper and 16,700 tons of 
electrolytic copper. By 1929 this had increased to 35,500 tons of 
blister copper and 22,800 tons of electrolytic copper. Less than 
ten years later, in 1938, production of blister copper had increased 
just about threefold, to 103,200 tons, while electrolytic copper output 
had risen to over four times that of 1929, to 97,800 metric tons.95 

In 1937 over 84 per cent of all copper smelted in the USSR was 
smelted in the Urals; almost 10 per cent in Kazakhstan; and 6 per 
cent in Armenia. This distribution of smelting was far from pro- 
portional to the distribution of reserves. The Urals had less than 


95 Balzak, et al., op. cit., p. 257; and Sot. Stroi. (1933-38), p. 62. 
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16 per cent of all Soviet copper reserves at that time, while Kazakh- 
stan had more than 50 per cent of Soviet reserves. The rapid ex- 
pansion of copper production in Kazakhstan was a major objective 
of the Third Five-Year Plan, begun in 1938. 

Since none of the major Soviet sources of copper was located in 
the area occupied by the Germans, this industry may not have ex- 
perienced the sharp drop in production that so many other Soviet 
industries did. It seems not unlikely, however, that some reduction 
in copper output resulted at the beginning of the war because of 
the calling up of workers and specialists for military service. An 
important change that had taken place by 1942 was the increased 
importance of the Kazakh copper production as compared with that 
in the Urals. In 1942 Kazakhstan accounted for 40 per cent of all 
copper mined in the USSR; in the same year the Urals accounted 
for 46 per cent, a sharp change from the ratios prevailing in 1937. 
The amount of copper smelted at the Balkhash Copper Refinery in 
Kazakhstan doubled during the war.®* The provisions of the Fourth 
Five-Year Plan called for the output of copper in 1950 to be 60 
per cent above that in 1945. This plan required increase in the 
capacity of copper mines, concentration plants, and refineries. It 
called for completion of the first section of a new copper refinery 
in the southern Urals. It also provided for the erection of a new 
electrolytic copper plant, location unspecified. 

Comparatively little has been published about the progress of 
copper production in the postwar period, so that we must rely upon 
estimates by foreign observers. A Department of Commerce tabula- 
tion estimates that crude copper output fell from 161,000 metric 
tons in 1940 to 141,000 tons in 1945, but that by 1950 this had risen 
to 256,000 tons.°7 D. B. Shimkin has estimated that been 1945 and 
1950 copper output may have risen from 160,000 metric tons to 
292,000 tons, though he is not certain that these figures pertain 
entirely to primary copper.® The Fifth Five-Year Plan calls for 
1955 copper production, in terms of refined metal, 90 per cent over 
the 1950 output, equivalent to roughly 500,000 tons or more in 
terms of the above estimates. These are impressive rates of growth, 
but as late as December 1953 Pravda complained that the copper 
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output of the Urals lagged behind the national economy's require- 
ments. The same article indicated that refining capacity in the Urals 
had far surpassed the area's ore production so that it had to operate 
in large part on imported ores, presumably from Kazakhstan. 
Mechanization of copper mining in the Urals had apparently pro- 
gressed slowly and unsatisfactorily in the postwar period. The 
opening of the Ust-Kamenogorsk hydroelectric plant in Kazakhstan 
in July 1953 presumably helped ease the power shortage which has 
hindered copper production in this area during the postwar period, 

Lead. Lead smelting began in Russia in 1704, during the reign. 
of Peter the Great, in the Nerchinsk region of Eastern Siberia. By 
the end of the nineteenth century, however, the usable lead reserves 
in this area were exhausted, and dominance passed to the North 
Caucasus, where the Sadon deposit was most important. In 1913 
the North Caucasus produced 96 per cent of all Russian lead, and 
the Urals virtually all the small remainder. Only 1,500 tons of lead 
were smelted in Russia in 1913. Lead production fell sharply after 
1913, as a result of World War I and the civil war. In 1923 only 
300 metric tons were produced in the USSR. 

Data on lead production during the Soviet regime are sparse, but 
it is known that the goal for 1937 output was 115,000 metric tons. 
That this goal was actually reached by that date seems doubtful, 
in view of complaints that in 1935 the lead-production plan was 
fulfilled by only 72 per cent.7° Nevertheless, it is clear that by 1940 
very substantial advances had been made in lead production, as 
compared with the paltry 1,500 tons output of 1913. Soviet efforts 
to increase lead production have emphasized development of 
Kazakhstan, where 74 per cent of all Soviet lead was smelted in 
1937. The Chimkent lead plant in southern Kazakhstan was ap- 
parently the largest single producer in the USSR in 1937, followed 
by the Ridder plant in the Altay mountain region of east Kazakh- 
stan. The North Osetian Republic in the North Caucasus, and the 
Maritime Territory in the Soviet Far East also produced more than 
10 per cent of all lead smelted in the USSR in 1937.7 

Shimkin reports that Soviet lead production reached 62,500 metric 
tons in 1937, and that at the most generous estimate this output 
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may have grown from 60,000 tons in 1945 to 143,600 tons in 1950.7? 
The Fifth Five-Year Plan calls for 1955 lead production to be 2.7 
times that of 1950, or about 388,000 tons if this percentage rise is 
applied to Shimkin's estimate, which he labels “probable maximum,” 
for 1950. 

Zinc. Zinc production is closely allied with that of lead, because 
both metals frequently occur together in polymetallic ores. In 1913, 
Russian zinc production was only 2,900 metric tons, and Russia im- 
ported over 28,000 metric tons from abroad.'? In 1923 only 200 tons 
of zinc were mined in the Soviet Union.” 

Zinc production expanded in the Soviet period much as did lead 
output. The Second Five-Year Plan set a zinc-production goal for 
1937 of 90,000 tons. It is not known whether this was realized, al- 
though substantial progress was undoubtedly made. In 1937, 42.5 
per cent of all Soviet zinc was extracted in the Kazakh Republic, and 
over 23 per cent in Novosibirsk Province in Siberia. The North 
Osetian Republic in Caucasus, Chelyabinsk Province in the Urals, 
and the Maritime Territory in the Far East each contributed more 
than 10 per cent of all Soviet zinc mined. In North Osetia, where 
15.5 per cent of all zinc ore was mined in 1937, about 36 per cent 
of all ore was smelted, much of it from distant regions such as the 
Altay mountains. In the late 1980's a large zinc distillation plant 
operated at Konstantinovka in the Ukraine, using zinc concentrates 
from the Far East and the Altay mountains, hauled over thousands 
of miles. In Novosibirsk Province the newly constructed Belovo 
zinc distillation plant used raw materials from the Salair polymetallic 
deposits. Electrolytic zinc was produced at the Chelyabinsk plant 
from waste products of the Urals copper-smelting plants. 

The Konstantinovka plant in the Ukraine was presumably lost 
during the German occupation of that area in World War II, and the 
Caucasian zinc output in North Osetia must have been seriously 
affected as well. 

For 1937, Shimkin estimates Soviet zinc metal output at about 
65,000 metric tons. He calculates that, because of the loss of 
Ukrainian and North Caucasian sources, 1943 production fell to 
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about 38,000 tons, rising thereafter to 52,000 tons in 1945 and to 
128,000 tons (plus or minus 10 per cent) by 1950.5 The Fifth Five- 
Year Plan calls for zinc output by 1955 to be 2.5 times the 1950 
level, or about 320,000 tons if Shimkin's 1950 estimate is correct. He 
notes that Poland's relatively large zinc output probably provides 
an important Soviet source of imports. 

Aluminum. Aluminum production in the USSR is entirely a 
product of the Soviet era, and as late as 1929 this metal was not 
produced in that country. By 1933, 7,000 metric tons of aluminum 
had been produced; and in 1938 production had reached almost 
57,000 metric tons? The 1938 output, however, was still sub- 
stantially below the 80,000 metric ton goal for 1937, which had been 
set by the Second Five-Year Plan." 

The first Soviet aluminum was produced in 1933 at the Volkhov 
aluminum plant near Leningrad, which used bauxite from Tikhvin 
and electric power from the Volkhov hydroelectric power station. 
A second aluminum plant was built at Zaporozhe, using Tikhvin 
bauxite and electric power from the Dnepr dam. Availability of 
electric power is extremely important for aluminum production, 
since the output of one ton of aluminum requires only two tons of 
aluminum oxide, the raw material, but up to 20,000 kilowatt-hours 
of electric power. In the late 1930's a new large aluminum plant 
was built at Kamensk-Uralsk, in the Chelyabinsk Province of the 
Urals, to utilize the large Urals bauxite deposits. Other aluminum 
plants were scheduled to be built during the Third Five-Year Plan 
period, that is, by 1942, in the Kuzbas and at Kandalaksha in the 
Kola península. The latter plant was scheduled to operate on a new 
aluminum raw material, nepheline. Large quantities of nepheline 
are available in the Kola peninsula, as the result of the extensive 
production of apatite there — nepheline is a waste product of apatite- 
processing. 

Both the Volkhov and Dnepr plants were lost during the German 
invasion early in World War II. As a result, the center of gravity of 
Soviet aluminum production shifted to the Urals and to the Ke- 
merovo plant in the Kuzbas. The Krasnoturinsk plant northwest of 
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Serov in the Urals began operation shortly after World War II. In 
1945 the Urals accounted for 96 per cent of all bauxite produced in 
the USSR. The Fourth Five-Year Plan called for the doubling of 
aluminum production in 1950 as compared with 1945. It also pro- 
vided that bauxite mines, two aluminum plants, and an alumina 
plant (alumina is aluminum oxide, an intermediate product derived 
from bauxite and required for the final production of aluminum) 
were to be restored during the Fourth Five-Year Plan period. Two 
new aluminum plants were to be built. The capacity of aluminum 
plants in the North Urals and in the Kuznetsk Basin was to be in- 
creased, while the first section of an alumina plant in the Azerbai- 
dzhan Republic was to be finished and put into operation. 

A Department of Commerce tabulation has estimated Soviet 
primary aluminum output in three key years to have been as follows: 
1987 — 37,700 metric tons; 1940 — 59,900 tons; 1945 — 86,300 tons. 
Since the 1950 goal was set at twice the 1945 output, this suggests 
an objective of 172,600 tons for that year. Shimkin gives the follow- 
ing estimates for 1939 to 1946, in thousands of metric tons: 


He estimates that of the 1946 total of 89,400 metric tons, the great 
bulk, 70,900 tons, came from Northern Urals sources. On the basis 
of his 1945 estimate, the 1950 goal would seem to have been almost 
180,000 tons. He indicates that there is reason to believe 1950 
Soviet aluminum production was larger than the actual goal, a 
reasonable hypothesis in view of the military importance of alumi- 
num and the attendant high priority probably given it. It does not 
seem unlikely, therefore, that 1950 Soviet production may have been 
approximately 200,000 tons.$ The Fifth Five-Year Plan called for 
1955 aluminum production to be at least 2.6 times as great as in 
1950, or about 520,000 tons on the basis of the above estimate. As- 
suming that progress on this program has been more or less on 
schedule, it would seem that in 1953 the Soviet Union may have 
produced as much as 400,000 or 420,000 tons of aluminum. If so, 
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this would have been roughly half the 1951 production of the United 
States, which was about 800,000 tons. One indication that the alumi- 
num production program is going well in the first half of the 1950's 
is the plan to produce 90,000 tons of aluminum kitchenware in 1954 
and 107,000 tons of such kitchenware in 1955. Such amounts require 
aluminum in quantities far exceeding total Soviet production until 
less than a decade earlier.” 


The Chemical Industry 


A wide variety of products is produced by the Soviet chemical 
industry. Among them are basic chemicals such as sulphuric acid, 
nitric acid, chlorine and soda ash, as well as agricultural fertilizers 
and insecticides, synthetic rubber and rubber products, plastics, 
artificial fibers, photographic materials, aniline dyes, paints, var- 
nishes, and other protective coverings, and numerous pharmaceutical 
and medical preparations — from aspirin and bicarbonate of soda 
to penicillin. 

The chemical industry of Czarist Russia before World War I was 
extremely backward, producing only.a small number of chemical 
products and. relying heayily.upan imported raw materials. Plant: 
producing heavy chemicals, such as acids, alkalis, and salts, were 
small and for the most part used antiquated apparatus unsuitable 
for large-scale production. Many of these plants were destroyed or 
worn out at the end of the civil war, so that the Soviet government 
had to start almost from scratch in building up the chemical in- 
dustry. 

Development of Soviet chemical production during the past three 
decades has been built on ‘the discovery _ and exploitation of the 
USSR’s vast deposits of basic chemical raw materials, the building 
of many new plants using modern techniques and equipment for 
chemical production, and the initiation and growth of many im- 
portant branches of this industry that did not exist at all before the 
Soviet era. In this process American, German, and other foreign 
technicians played an important role, as did large imports of ma- 
chinery and equipment during the late 1920's and early 1930's. 

Official Soviet data claim an almost fifteen fold growth in the 
physical volume of chemical production between 1913 and 1938, 
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most of which occurred after 1928. These conclusions are drawn 
from output data calculated in 1926-27 prices and probably exag- 
gerate this growth, particularly because of the great importance of 
new products introduced after 1926-27. Nevertheless substantial 
gains were undoubtedly made in this period, as the data in Table 
18 indicate. 


TaBLE 18. Gross Production of the USSR's Chemical Industry and Output of 
Sclected Products, 1913-38. 


Unit 1913 1929 1933 1988* 

Gross Output million 1926- 

1927 rubles 457 6451 2,301 6,809 
Soda Ash thousand tons 160 231 325 539 
Sulphuric Acid thousand tons 110 2651 697 996** 
Fertilizers § thousand tons § 2478 7158 2,6108 
Aniline Dyes thousand tons 4 18 16 35 
Synthetic Rubber thousand tons — — 2 26** 
Plastics thousand tons = — 4 g** 
Iron Pyrites thousand tons 76 801 415 978 
Tires thousands 19 142 672 3,548 


* 1938 data preliminary. 11928. 11928-29. ** 1935. 

$ Includes superphosphates. ammonium sulphate, and potassium chloride Figure 
for 1929 is 1927-28 actual. for 1933 it Is 1932 actual. and for 1938 it is 1938 preliminary. 
Data for 1913 unavailable. 


Sources: Sot. Stroi., pp. 175-79. Sot. Stroi. (1933-38), p. 67; Jasny, The Socialized Agri- 
culture of the USSR, p. 495; Entsiklopediya, cols. 819-20; Hirsch. Industrialized Russia 
p. 70. 


Before 1935 the USSR had already instituted a number of major 
branches of chemical production that had never existed in Czarist 
times. These included output of the following major commodities: 
synthetic ammonia and related chemicals, including nitrates and 
nitric acid; coke by-products; synthetic resins; rayon; potassium 
salts; phosphate fertilizers from apatite; methanol; butanol; acetone; 
synthetic rubber; many pharmaceuticals; and so on.9 Since then 
other important new branches of chemical production have been 
initiated, as the Russians have striven to keep abreast of modem 
technology and attain maximum self-sufficiency. Among the more 
recent branches of chemical production are the manufacture of 
sulfa drugs and anti-biotics such as penicillin, and the whole field 
of radioactive chemistry. 
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Soviet determination to achieve self-sufficiency in chemical — as 
well as other — products is probably best exemplified by the history 
of Soviet synthetic rubber production. As early as 1925, the Soviet 
government announced a contest open to scientists of all countries. 
Contestants were asked to produce a five-pound sample of synthetic 
rubber, to explain the process by which it was made, and to furnish 
data from which a factory to manufacture this rubber might be 
planned. The objective sought was the best method for commercial 
output of synthetic rubber. Professor Lebedev, of the USSR, and 
an assistant won the contest with a process based on passing ethyl 
alcohol over a catalyst so as to produce butadiene, the so-called 
divinyl process. By 1929 a small pilot plant was producing over two 
pounds of rubber daily, and on July 7, 1932, the first large Soviet 
synthetic rubber plant began production. The subsequent progress 
was rapid. Synthetic rubber output reached 26,000 metric tons by 
1935, and was vastly increased thereafter. At the beginning of 1950, 
annual Soviet output of synthetic rubber was estimated to be above 
200,000 metric tons, second only to that of the United States, whose 
synthetic rubber industry had been built up feverishly during World 
War IL5! 

Chemical plants have been built in many parts of the Soviet 
Union, frequently near sources of raw materials. Production of 
ammonium sulphate, benzol, toluol and other coke by-products 
was integrated with the Soviet metallurgical coke industry at 
various iron and steel plants, particularly that at Magnitogorsk. The 
latter, for example, has a series of Koppers coking batteries with 69 
ovens to a battery, as well as a large and up-to-date by-products 
plant and facilities for manufacturing 2,100 tons of ammonium 
sulphate monthly? Synthetic rubber plants using the Lebedev 
process were located in potato-growing areas, since the basic alcohol 
employed is made from potatoes. Before World War II such plants 
were built at Yaroslavl, Voronezh, Yefremov in Tula Province, and 
Kazan. Another synthetic rubber-producing establishment, making 
"Sovpren," a synthetic rubber based on limestone as the initial raw 
material, was built at Yerevan, capital of the Armenian Republic.5 

81 Ibid., pp. 95-97. New York Times, January 6, 1950. 
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Among the major fertilizer plants built in the 1930's were those at 
Voskresensk in Moscow Province and at Konstantinovka in the 
Donbas, and the Neva Chemical Combine in Leningrad, producing 
superphosphates; the Solikamsk potassium works in the Urals; and 
the nitrogenous fertilizer plants producing ammonium sulphate in 
the major iron and steel centers of Donbas, Kuzbas, Magnitogorsk, 
and other areas.?* The plastic industry, producing bakelite, celluloid, 
and other plastics, was more consumer-oriented in its location, and 
was was concentrated b before World War II in | and around Moscow, 
Leningrad, Vladimir, | and Kalinin. Pharmaceutical pro production of 
all kinds, before 1940, took place for the most part in Moscow, Lenin- 
grad. Kharkov, Kiev, Baku, and Chimkent, the latter being in Ka- 
zakhstan.55 

World War II wreaked heavy damage upon the chemical in- 
dustry. Many chemical plants were located in German-occupied 
areas and were destroyed or seriously damaged, though some of 
those most important for armaments output were successfully evacu- 
ated eastward. What remained of the chemical industry was con- 
centrated virtually exclusively upon meeting military needs. The 
nitrogen industry, producing ammonia and nitric acid for explosives, 
received the greatest development. As a result, 252,000 metric tons 
of concentrated nitric acid were produced in eastern areas in 1942 
and 342,000 tons in 1943, as compared with 232,000 tons produced 
in the entire USSR in 1940.59 Fertilizer output was one of the chief 
casualties of the conflict, production having fallen to 20 per cent 
less than the 1938 level in 1940 and to probably less than one third 
of 1938 output at the lowest point of the war.’ Large quantities of 
pharmaceuticals and other chemical products had to be imported 
during World War II from the United States, Great Britain, and 
Canada, under the Lend-Lease and Mutual Aid programs. 

The official Soviet government report on the fulfillment of the 
Fourth Five-Year Plan claimed that 1950 Soviet chemical produc- 
tion was 80 per cent above the prewar level, far better than the 
original goal. It asserted that great progress had been made in 
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production of synthetic fibres, plastics, paints, pharmaceuticals, 
dyes. and fertilizers, as well as in synthetic rubber output, but it 
gave few data. For the year 1955, the Fifth Five-Year Plan called 
for increases of about 80 per cent for some key products such as 
soda ash and caustic soda as against the 1950 levels. The 82 per 
cent production increase called for in synthetic rubber would result 
in 1955 output of over 350,000 tons if our earlier assumption — that 
over 200,000 tons were probably produced in 1950 — is correct. 

Discussion in the Soviet press in 1958 made it clear, however, 
that chemical output of some essential products was still inadequate 
and often of poor quality. Thus, in 1953 it was reported that dye 
output was 74 per cent over that of 1940. Many complaints were 
registered that most of this was production of the most primitive 
sulphur-base dyes and that little high-grade indigo dye was pro- 
duced. Existing dyes, it was revealed, faded when clothing on 
which they were used was exposed to light or washed. Uniform 
dyeing of clothes was often difficult because of the form in which 
dyes were produced and made available.59 

The deficiency of mineral fertilizer production was a major topic 
of discussion in September 1953 when a program for improving 
crop yields was published. Though Soviet agriculture was scheduled 
to get about 6,000,000 tons of this fertilizer in 1953, more than 
double the 1940 amount, major increases were ordered to meet full 
needs of farmers. The government ordered that by 1959 about 17,- 
000,000 tons of fertilizer capacity be available; by 1963 this capacity 
is to be raised to between 28,000,000 and 30,000,000 tons. Similar 
inadequacy of insecticide supplies was suggested by the order that 
1955 output be double that of 1953.5? 


The Machinery Industries 


of all types has been the central facet of industrial. growth in the 
USSR. Measured in 1926-27 rubles, machinery output in 1940 was 
54 times as great as in the Russia of 1913, though gross production 
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of large industry increased only 12 times? In 1913 the value of 
all machinery built was 900,000,000 rubles at 1996-27 prices, less 
than 6 per cent of gross industrial output. In 1940 the production 
of machinery was valued at about 45 billion rubles in 1926-27 
prices, or almost one third of all gross industrial output?! Even after 
allowing for the inflationary bias of the 1926-27 ruble valuation and 
for the fact that these figures probably include the value of arma- 
ments, it is clear that this branch of the Soviet economy has been 
developed tremendously. In the late 1990's and early 1930's the 
USSR had to import large quantities of machinery of all types for 
installation in the new plants, mines, and railroads being built, as 
well as for use on collective farms. Since the late 1930's, however, 
the USSR has become much more independent of foreign ma- 
chinery supplies and has provided the great bulk of its requirements 
through its own manufacture. By 1954 the Soviet Union had become 
a significant exporter of machinery required by its satellites in 
Europe and Asia, though the quantities involved were probably 
not very large. Even in 1954, however, the USSR declared it would 
be glad to purchase large quantities of some types of machinery 
and equipment in the United States and other Western nations, if 
the latter had been willing to permit such exports in the quantities 
and types desired. 

In this section our attention is focused upon the wide range of 
civilian and indirect military types of machinery and equipment 
whose production has been greatly expanded or initiated during the 
Soviet era. These include, among others, machine tools of all types; 
electric motors; precision instruments and control apparatus; boilers 
and other power-generating equipment; motor vehicles; tractors 
and other farm machinery; production equipment for many dif- 
ferent industries, such as mining, chemicals, metallurgy, printing, 
textiles; construction machinery; and rolling stock for railroads and 
other transport equipment. As in the case of chemicals, the history 
of production development in this area of the economy has been 
marked by growing diversification of output and continued striving 
for technological improvement, based upon the results of domestic 
and foreign experience and research. The production of machine 
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tools offers a graphic example of this trend. During the Second Five- 
Year Plan, 1933-37, about 200 types and sizes of machine tools were 
produced in the USSR. By 1940 there were 500 types and sizes. 
During the Fourth-Five-Year-Plan period, 1946-50, the USSR was 
scheduled to produce about 2,300 different types and sizes of ma- 
chine tools. 

In the First Five-Year Plan, American and other foreign industry 
not only supplied much of the machinery for hydroelectric, steel, 
aluminum, and other major production units, but also much of the 
foundation for Soviet machine-building. Hundreds of American 
machine tools went into the first great Soviet tractor factories, a 
number of which were planned by an American firm. The Ford 
Motor Company and other American concerns gave the USSR the 
technical assistance it required to build the major automobile and 
truck factory at Gorky. Foreign engineers served as technical ad- 
visors and supervised construction and operation of many new ma- 
chinery plants, frequently modeling them after the most efficient 
plants abroad.? But as Soviet machine tool and machinery factories 
increased their output and as Soviet engineers mastered advanced 
foreign technology, the USSR’s imports of machinery and technicians 
from abroad could be and were reduced. 

The Soviet machinery industry was profoundly affected by World 
War II. Many important plants were destroyed or badly damaged 
in the occupied western areas, though the equipment of others was 
successfully evacuated eastward. Factories were converted, so far 
as possible, to the production of direct military supplies — tanks, 
planes, guns, and the like. A major factor that permitted this conver- 
sion to go as far as it did was the receipt by the USSR of large 
quantities of machinery of many different types from the United 
States and Great Britain during the war. This equipment aided 
materially in permitting the opening of new factories, mines, and 
power stations in the unoccupied part of the country. Soviet output 
of arms would have been materially lower if the USSR’s factories 
had had to turn out the trucks, ships, machine tools, and similar 
complex equipment obtained from the Western allies. 

At the end of World War II, faced with the necessity of re-equip- 
ping large numbers of devastated productive installations as well 
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as building new ones, the USSR required large quantities of new 
machinery. Part of this need was satisfied by large-scale seizures 
of equipment of all types in areas occupied by the Red Army. The 
machinery industry was partially reconverted to peacetime produc- 
tion, but in the early postwar period its output in many branches 
climbed only slowly toward prewar output marks. The USSR desired 
to make important purchases of machinery abroad to supplement 
that available from the first two sources, but the amount actually 
obtained was well under that wanted, as the result of high domestic 
demand in the United States followed by the imposition of a virtual 
embargo on machinery exports that could increase the USSR’s mili- 
tary potential. 

Since World War II, great efforts have been made to incorporate 
technical production advances achieved in building military equip- 
ment during that struggle into the practice of the nonmilitary ma- 
chinery industry. Mass-production techniques involving the use of 
assembly lines and conveyor belts have been introduced into many 
different branches of machine-building that before the war operated 
on more primitive levels. Serious efforts have been made to en- 
courage development of the specialized manufacture of parts and 
semifabricated products so as to create integrated systems of plants, 
consisting of suppliers and final assembly units. 

Much progress has apparently been made in these directions, but 
serious difficulties have also appeared. Assembly-line techniques, for 
example, require a smooth flow of all component parts and materials 
in pace with the speed of assembly. Such finely articulated coopera- 
tion is difficult to achieve under any circumstances and has been 
particularly difficult under the strains and shortages of the Soviet 
economy since 1945. As a result frequent stoppages and interrup- 
tions have occurred in assembly-line output because of the uneven 
rhythm of materia] and parts supply. 

The supply difficulties sketched by the director of the Molotov 
Auto Plant in the city of Gorky in late 1953 are probably far from 
unique. He told of suppliers’ frequent failures to meet deadlines 
and specifications; of the many shortages of spare parts which caused 
assembly line interruptions. In 1952 his plant had spent 3,000,000 
tubles above planned costs merely to pay for shipping small parts 
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by air or as baggage on express trains in the effort to minimize 
such interruptions.” 

Proper specialization, and cooperation among different plants pro- 
ducing related products, have also encountered difficulties of a 
serious order. Plants asked to make nonstandard parts for others 
frequently tend to give such output low priority on their work sched- 
ules, regardless of the effect upon. the purchasing plant. Factories 


turning out standard parts required. by.plants belonging to different 
industries and chief administrations frequently tend to favor plants 
in their own administrative organization, and to show bureaucratic 
disregard of the requirements of plants in other ministries ar. chief 
administrations. The poor geographical distribution of specialized 
producers of parts and semi-fabricated products frequently requires, 
apparently, shipment of such items as stampings, forgings, gears, 
and other items over long distances. Thus one Urals machinery plant 
was reported in mid-1950 as receiving forgings and stampings from 
Barnaul, 1,200 miles away. This seems a somewhat extreme, but by 
no means unusual, case. Unable to find adequate suppliers for 
parts and semifabricated products they require, many Soviet as- 
sembly plants find it necessary to manufacture for themselves rela- 
tively small quantities of such essential products, even though such 
manufacture is usually done in a primitive manner and at far higher 
cost than in specialized plants. In May 1950 one Leningrad plant 
director complained bitterly in a newspaper article that his plant 
had to produce its own optical instruments, electric lamps, electric 
motors and transformers, and steel forgings, although the city was 
well supplied with specialized plants producing these items, which 
did not always work at capacity.?? Such complaints of poor coordina- 
tion among plants and their suppliers were very frequent in 1946 
and 1947, when Soviet industry was in the difficult throes of recon- 
version. Their persistent continuance even after 1950 suggests that 
very much remains to be done in modernizing and improving the 
work of machinery construction industries.’ 
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In the paragraphs below we shall consider briefly the develop- 
ment of production and the geographical distribution of plants in 
some of the chief branches of Soviet machine-building. 

Farm Machinery. Soviet production of tractors, combines, tractor 
and horse-drawn implements, and other items of farm machinery 
grew very rapidly in the early and middle 1930's, as many large new 
plants were built and put into operation. In the late 1930's produc- 
tion of tractors, and probably some other major items, was sharply 
reduced, as some of this industry's plants were converted to military 
production well before the German invasion of the USSR. Soviet 
production of new farm machinery during World War II seems to 
have been very small, the result both of losses of plants in the 
western area and the almost complete military conversion of those 
remaining under Soviet control. The statistical picture of tractor 
and combine production is shown in Table 19. 


TaBLE 19. Output of Tractors and Combines in the USSR. 


Item 1913 1927-28 1936 1940 1945 1949 1950 
(THOUSANDS) 

Tractors .........ee 0 13 116.1 31.0 Tt 87.3 107.3 

Grain Combines .... 0 0 42.6 10.0 3 29.0 46.0 


Sources: 1913 and 1936-40. Let Sovetskoy Vlasti, p. 27. 1928—Sot. Stroi., pp. 160, 162. 
1940—estimated trom data in Voznesensky's speech of March 15, 1946. Data for 1945. 
1949, and 1950 estimated by the United States Department of Commerce. 


From 1946 to 1950 the production of tractors and grain combines 
grew rapidly, particularly after reconversion of farm machinery 
plants from wartime military output was completed. Nevertheless, 
the goals for 1950 set by the Fourth Five-Year Plan were not ful- 
filled. Instead of the planned 112,000 tractors, only 107,300 physical 
units were produced. Similarly, instead of 60,000 grain combines, 
only 46,000 were manufactured.?? The actual 1950 tractor output 
was still below the 1936 prewar peak of 116,100. 

Though a partial statistical blackout on production of tractors 
and combines was instituted in 1951 and 1952, the available data 
suggest strongly that tractor production was reduced in both those 
years and combine production was cut in 1952, presumably to re- 


98 The combine target for 1950 was given in Vestnik Mashinostroyeniya, No. 
11 (1947), the U.S. Department of Commerce has noted. 
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lease labor and materials for weapons required to supply Chinese 
Communist and North Korean forces fighting in the Korean War. 
The data on which this inference is based are the following official 
figures on tractors and combines delivered to agriculture during 
1950-1953. The tractor figures given below are in terms of uniform 
15 horsepower units, and hence are larger than the number of 
physical units produced, since the average horsepower of a Soviet 
tractor is well above 15. The data follow: ?? 


Year Tractors Grain Combines 
1950....... over 180,000 48,000 
1851... «s 137,000 58,000 
1959. tes 131,000 41,000 
1988....... ss 189,000 41,000 


The Fifth Five-Year Plan called for tractor production in 1955 
to be 19 per cent higher than in 1950, that is, about 127,700 physical 
units, little more than the original, but unfulfilled, goal for 1950. 
Tractor production in 1952 may have been only about 70,000, judg- 
ing roughly by the horsepower data given above. In September 
1953, as part of the general program to raise agricultural production, 
the Soviet government ordered that in the three and one-third years 
between January 1, 1954, and May 1, 1957, Soviet agriculture be 
supplied with 500,000 tractors in terms of 15 horsepower units, or 
at about the same average rate as indicated above to have held for 
the period 1950—52 inclusive. In addition, 250,000 cultivating tractors 
for row crops are to be supplied during this period.!?o 

Among the major farm machinery plants built in the USSR during 
the 1930's were the tractor factories at Stalingrad, Kharkov, and 
Chelyabinsk; the combine plants at Zaporozhe, Rostov, Saratov, and 
Lyubertsy (Moscow Province); and the giant agricultural machinery 
factory at Rostov. Much of the equipment of the Kharkov plant 
was moved eastward to Rubtsovsk in Altay Territory, where a new 
tractor plant was built during the war. Other new postwar tractor 
plants have been constructed since 1945 at Lipetsk, Vladimir, and 
Minsk; and the ruined Stalingrad and Kharkov factories have been 


99 Pravda, January 26, 1951; Planovoye Khozyaistvo, No. 1 (1952), p. 8; 
Pravda, January 23, 1953 and January 81, 1954. In 1958, Soviet farms also 
received 18,000 cultivating tractors for row crops. 

100 Pravda, September 13, 1953. 
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restored: and put into operation again. Similar expansion and re- 
habilitation have taken place in other farm machinery factories, so 
that by 1950 the USSR's productive capacity in this area probably 
substantially exceeded that of 1940. The lag in production behind 
the highest marks of the 1930's, however, suggested either that part 
of this capacity was being employed for military rather than farm 
output or that shortages of materials and parts were keeping output 
down. 

Postwar Soviet tractor production has emphasized the manu- 
facture of diesel and caterpillar tractors, of a larger variety of tractors 
including small garden-type machines. Grain combines produced 
have included many self-propelled machines, while the production 
of sugar beet combines, cotton pickers, power mowers, hay stackers, 
and related machinery has increased greatly.!^! 

Motor Vehicles. Data on production of motor vehicles in the 
USSR will be considered in more detail in the chapter on Transporta- 
tion and Communications. We may note here, however, that Soviet 
motor vehicle output increased from about 1,400 in 1929 to over 
200,000 in 1938, probably the prewar peak. Truck production ac- 
counted for the great bulk of this output. Only about 20.000 pas- 
senger cars were produced in 1938, as against almost 180,000 trucks. 
The prewar peak of automobile and truck production was regained 
and exceeded in the late 1940's. The main Soviet passenger cars, the 
small Moskvich, medium Pobeda, the larger ZIM, and the large, 
luxurious ZIS, are largely modeled after foreign cars such as the 
German Opel and the American Ford and Packard. During the 
late 1920's the small AMO assembly plant in Moscow was renamed 
the Stalin plant and greatly expanded. Other major automobile 
plants were built at Yaroslavl, Gorky, and Rostov.!^? 

In the postwar period, automobile plants in Moscow, Gorkv, 
Yaroslavl, and Miass (in the Urals) are being or have been expanded; 
and new plants are being built at Dnepropetrovsk, Kutaisi, 
Ulyanovsk, Minsk, and Novosibirsk. Postwar truck models are 
scheduled to have carrying capacities varying from 2 tons (GAZ-63) 
to 5 to 7 tons (YAZ-200), and will have either diesel motors or more 
efficient gasoline engines, though there are also some gas generator 
models using hard fuels. Among new automobiles the ZIS-110 


101 Ibid., August 9, 1953. 
19? Balzak, et al., op. cit., pp. 280-81. 
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produces 140 horsepower and a top speed of over 80 miles an hour. 
The Pobeda model has a 50 horsepower motor and a top speed of 
over 60 miles an hour. The small Moskvich has a 23 horsepower 
motor and a top speed of under 60 miles an hour.!9? 

Machine Tools. The production of metal-cutting machine tools 
of all types has been one of the most actively developed branches 
of machinery construction, because of the fundamental importance 
of these products for creating and maintaining modern industrial 
output. In 1928 the USSR produced about 1,800 machine tools; 
but ten years later, in 1938, about 58,900 were produced, and a 
goal of 70,000 had been set for 1942. The latter goal was not reached, 
because of the German invasion in 1941; but in the postwar period 
there has been a renewed drive to make up the losses suffered 
during the war. Production of machine tools in 1950 was scheduled 
to be 74,000, of which 12,300 were planned to be aggregative and 
special types. By that year the USSR was scheduled to have in 
operation a total of 1,300,000 machine tools.1% 

Before World War II machine tool plants were built in Moscow 
and Leningrad, and in the Ukraine and the Urals, where skilled 
labor and high-grade metal were available. Turret lathes were made 
in Moscow, milling machines in Gorky, gear-cutting tools and 
combination lathes in Sverdlovsk, automatic machine tools in Kiev, 
and so on.’ During the years 1946-50 eighteen machine tool plants 
destroyed in the formerly occupied western areas were scheduled 
to be rebuilt. In addition, five new plants, two making heavy 
machine tools and three making multiple unit and special purpose 
types, were also scheduled for construction.195 

After World War II machine tool production expanded greatly 
to meet the needs for re-equipping devastated plants and for equip- 
ping the many new plants called for by the Fourth Five-Year Plan. 
The official report on the fulfillment of that plan stressed that the 
postwar assortment of Soviet machine tools was far more varied 
and productive than had been true earlier. The new types included 
about 250 kinds of general purpose metal-cutting machine tools, 


193 Planovoye Khozyaistvo, No. 4 (1946), pp. 23-24. Full technical data on 
Soviet motor vehicles of all kinds are given in V. A. Korobov, Traktory Avtomo- 
bili i Selskokhozyaistvennyye Dvigateli, passim. Moscow: 1950. 

1^4 Ibid., p. 22. 

105 Balzak et al., op. cit., p. 273. 

195 Planovoye Khozyaistco, No. 4 (1946), p. 23. 
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over 1,000 types of specialized and aggregative machine tools, as well 
as various other automatic and semiautomatic tools. The growth of 
production may be estimated as follows, but it should be borne in 
mind that the weight and capacity of postwar machine tools ex- 
ceeded on the average those of the prewar models: 107 


Number of Number of 

Year Machine Tools Year Machine Tools 
by MU 48,873 1949.2. 2 obere 69.000 
1940. ee 50,000 1950... na 80,000 
1045. eg ose sister nis 23,000 195 lec ees imer vette 82,500 
1048: o5 cities 31,000 1059 anrescondes mte 85,000 
1947....... esee 47,000 1085 MED 96,900 
JOR oro been 58,000 


At the end of 1950, Soviet sources claim, the USSR had more than 
twice as many machine tools as in 1940, a claim that seems credible 
in view of the impressive production growth shown above.’ 

Other Machinery. In addition to the products discussed, Soviet 
machinery plants produce a large variety of power, transport, and 
industrial equipment. The growth of this output has roughly 
paralleled that of the commodities discussed above. The number of 
locomotives produced, for example, increased from 479 in 1927-28 
to 1,214 in 1937, while the 1950 goal was 2,720 railroad locomotives. 
Plants producing industrial equipment were distributed about the 
country, usually in close proximity to the industries they served. 
The major centers for all types of machine building were in the 
Ukraine, the Urals, and in and near Moscow and Leningrad. In 
the postwar period the relative importance of machinery plants in 
the Volga area and further east is considerably above what it was in 
1940, though many of the plants destroyed in the west, particularly 
in the Ukraine, have been restored to production. New plants built 
since the war have been located in many different parts of the 
country, including the Baltic States and other western areas in- 
corporated in the USSR since 1939, with the object of securing a 
more widely dispersed location pattern for this industry. 

107 Figures for 1937—1950 are estimates by the U.S. Department of Com- 
merce based mainly on data in Izvestia, April 20, 1951, and in annual postwar 
government economic reports; 1951 estimate based on Izvestia, January 30, 
1952; 1952 and 1953 estimates based on Ministry of Machine Tool increases 


shown in Pravda, January 23, 1953, and January 31, 1954, respectively. 
108 Pravda, October 16, 1951. 
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In late 1952, one of the chief Soviet machine-building executives, 
V. A. Malyshev, boasted: 


The staff of the machine-building industry can now report to Com- 
rade Stalin that they are able to produce all machinery whatsoever 
that is needed by the national economy, that they can achieve 
assembly line production of such machinery and meet our country's 
needs for it. 


He pointed out that in the postwar period more than 220 machines 
for mechanizing labor had been put into serial production, including 
the 1,250-ton walking excavator with a 14-cubic-meter bucket, 
capable under ideal conditions of moving more than 2,500,000 cubic 
meters of earth annually. "In 1951 alone 5.8 times as many dump 
trucks, 4.2 times as many mobile cranes and 21 per cent more 
excavators were manufactured than during the three prewar five- 
year plans combined." He put steam turbine production in 1951 
at 2.9 times that of 1940, electrical equipment output 3.6 times 
as much, and petroleum equipment output almost five times as 
much.” In absolute terms the steam turbine percentage, for ex- 
ample, means that as against turbines with a capacity of 940,000 
kilowatts produced in 1940, 1951 output of turbines had a total 
capacity of over 2,700,000 kilowatts.!!9 

Yet there was a darker side to this picture. The large Soviet 
excavator drew many complaints because of the poor quality of 
many parts and defects in its construction, which caused it to 
break down frequently and stand idle, as was true also of other 
earth-moving machinery.!!! The progress made in heavy industrial 
machinery was often at the cost of failure to fulfill plans for making 
shoe, textile, and other consumer goods machinery.1!2 Malyshev 
himself declared, in the speech quoted earlier, that "our designers 
do not always take into account the latest advances of science and 
technology when developing new machinery. They fail to make 
adequate study of the experience of machinery and equipment users. 
In some instances the heads of ministries and enterprises have shown 
inadmissible speed in putting new machinery into mass production 
without testing it thoroughly in advance." 


109 Thid., October 18, 1952. 

110 The 1940 figure is estimated by the U.S. Department of Commerce. 
111 Cf., for example, Izvestia, March 23, 1951, and September 14, 1951. 
112 Pravda, August 11, 18, and 14, 1953. 
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suggested. hy. the. purchase. offer for different types of machinery 
made to British businessmen who visited Moscow in February..1954. 
The Soviet Union offered to buy from Great Britain large quantities 
of power equipment, forging and pressing equipment, machine tools, 
textile and food processing machinery, railway equipment, steam 
boilers, rolling mill equipment, and hydraulic presses. 


The Armament and Nuclear Energy Industries 


For those skeptics who may have been unconvinced of the high 
quality and great magnitude of the Soviet arms capabilities by the 
demonstration of World War II, the events of 1949-53 provided 
what should have been convincing evidence. The explosion of the 
first Soviet atomic bomb in 1949 came far earlier than had generally 
been expected in the West, as did the explosion of the first Soviet 
thermonuclear weapon (presumably a fusion device of the hydrogen 
bomb type, though probably also containing other fusible material 
such as lithium) in August 1958, The Soviet weapons used by the 
Chinese Communist and North Korean forces during the Korean 
fighting of 1950-58 also were of high quality, particularly the MIG 
jet fighter which, published accounts indicate, was technically at 
the same high level as the primary United States jet fighter used in 
that war. The giant Soviet jet bomber — apparently in the same 
category as the United States B-52 — demonstrated in public on 
May 1, 1954, gave further evidence of Soviet capabilities. 

In keeping with its policy of secrecy regarding military matters, 
the USSR has released extremely little information about all 
branches of its armament industry. It has made no secret of the 
fact that it sought to create modern plane, tank, gun, munitions, and 
other related factories during the 1920's and 19830's, as well as to 
build up the ship construction industry required to produce various 
types of naval vessels, including both surface ships and submarines. 
Much of the industrial development since 1928 has been aimed at 
providing the raw materials and machinery needed to equip and 
supply this armament industry from domestic sources alone. When 
the great test of these preparations came, during World War II, 
the losses of western plants proved so great that domestic Soviet 
arms production — even though expanded through conversion of 
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many factories formerly making civilian equipment — proved in- 
adequate, and large shipments of military items were required from 
abroad. Nevertheless there seems little reason to doubt that the 
USSR produced the great bulk of its World War II arms and 
munitions itself. 

A few figures have been released regarding production of some 
items during World War II. In the last three years of the conflict, 
Soviet industry manufactured an annual average of over 30,000 
tanks, self-propelled guns, and armored cars; about 40,000 planes; 
almost 120,000 artillery pieces of all calibres; nearly 450,000 light 
and heavy machine guns; over 3,000,000 rifles; and about 2,000,000 
sub-machine guns. During 1942-44 an average of 100,000 mortars 
was produced annually. In 1944 over 240,000,000 shells, bombs, and 
mortar shells, as well as 7,400,000,000 cartridges, were produced.!!3 
Most of these figures are averages, so that they hide the actual 
sharp growth of output during the war, which is revealed by the 
following Soviet statement: 

During the war years airplane production in the USSR grew 4 times, 
tank production 7-8 times, artillery 6-7 times, mortar armament 
almost 8 times, military supplies almost 4 times. To the end of the 
Patriotic War the quantity of weapons in our army increased more 
than 5 times in comparison with the beginning period of the war, 


the quantity of airplanes 5 times, the quantity of tanks of contem- 
porary models 15 times. . . .114 


These high rates of growth taken in conjunction with the averages 
cited above suggest that at its peak during World War II Soviet 
industry probably turned out in one year more than 50,000 planes, 
40,000 tanks, and 150,000 artillery pieces. 
An offiicial summary of the tempo of growth of Soviet armaments 
production during the 1930's is provided by the following statement: 
During 1933-38 the military industry of the USSR increased by 286 
per cent; the production of the aviation industry rose 5.5 times 
during five years. 
During the period from 1980 to 1939 the Red Army's supply of tanks 
increased 48 times, of airplanes 6.5 times, artillery equipment 7 
times, tank and anti-tank artillery 70 times.!!5 
Prof. M. G. Clark has made a careful study of the distribution of 
Soviet iron and steel consumption by different industries in the 
113 Entsiklopediya, cols. 827-28, and text of Fourth Five-Year Plan. 


114 Voprosy Ekonomiki, No. 5 (1950), p. 15. 
115 Planovoye Khozyaistvo, No. 1 (1946), p. 63. 
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1930's and has concluded that all munitions production is concealed 
in these statistics under the title "Miscellaneous Machine Building." 
On the basis of this analysis the data indicate that as early as 1932, 
production of arms and munitions of all types consumed almost 22 
per cent of all Soviet iron and steel, and that this had increased to 
over 29 per cent by 1938. The absolute amounts used for that 
purpose rose in the same period from 1,646,600 metric tons to 
4,986,200 metric tons. Steel used for munitions construction rose 
from 252,000 metric tons in 1932 to 880,000 tons in 1938. In 1932 
munitions plants accounted for almost 46 per cent of all iron and 
steel used in construction of machine tool plants. By 1938 virtually 
all other machinery plant construction must have ceased, for iron 
and steel used in munitions construction accounted for 94.3 per cent 
of all that consumed in machine-building construction.!!9 

Prof. Clark's statistical conclusions on the growth of Soviet 
munitions production during 1939-38 are presented in Table 20. 


Taste 20. Consumption of Iron and Steel in Munitions Industries of the USSR, 
1932-38. 


1932 1933 1934 1935 1936 1937 1938 
"Total tonnage, 
Thous. Metric Tons 1646.6 1878.1 2204.6 2667.9 2873.3 4019.1 4986.2 
Munitions as % of 


Machine Building 404 326 3882 380 354 47.1 57.5 
Munitions as % of All 
USSR Consumption 218 175 175 193 174 282 29.2 


Munitions as 96 of 
Machine-Building 


Construction 45.8 65.9 728 734 825 845 943 
Munitions as % of All 
USSR Construction 17.1 128 11.8 185 218 24.7 80.6 


Source: M. G. Clark, Some Economic Problems of the Soviet Iron and Steel Industry, 
p. 42. 


Though there are no official Soviet data, the available fragmentary 
evidence suggests that the course of the Soviet armament produc- 
tion effort since 1945 — excluding nuclear weapons output treated 
below — has been as follows. In 1945 and 1946 weapons output 
dropped sharply from the wartime high as industry was partially 
reconverted to civilian production. But this decline, it seems likely, 


116 Clark, op. cit., pp. 41-42. 
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was not so great as to prevent the continuance of a relatively high 
level of weapons output in terms of prewar standards of such years 
as 1935 and 1936. From 1946 to mid-1950, the rapid recovery of 
the Soviet economy as a whole made available increasingly great 
supplies of materials and machinery for arms output, while ex- 
perimentation went ahead rapidly on many fronts so that new 
weapons and new, improved models of old weapons were put into 
production in ever-increasing amounts. Guided missiles, jet and 
rocket planes, long-range bombers, snorkel-equipped submarines, 
radar-controlled anti-aircraft guns, and surface naval vessels, par- 
ticularly cruisers and destroyers, received priority in this period, 
it seems likely. 

After the outbreak of the Korean War and United Nations inter- 
vention in that struggle, it seems likely that there was a speedup 
in Soviet arms production. Reference has been made above to the 
evidence that in 1951 and 1952 some items of civilian machinery, 
particularly tractors, motor vehicles, and railroad equipment, were 
cut back in production, thus freeing materials and factory space for 
arms production. Presumably the pattern of this partial conversion 
to increased war production was somewhat similar to that of 1939-40, 
but the impact on the economy was less because of the much greater 
supply of resources available in the early 1950's as compared with 
the late 1930's. 

One study has estimated that from 1945 to early 1953 the Soviet 
Union produced about 40,000 military airplanes, or twice the com- 
parable United States production, with output in early 1953 running 
at the rate of about 10,000 planes annually.!* Such an estimate 
cannot, of course, be considered precise, but the general order of 
magnitude does not seem unreasonable in the light of what is known 
regarding Soviet World War II production, the importance Soviet 
leaders attach to air power, and the numbers of Soviet planes seen 
in action during the Korean War. 

The official published information on Soviet nuclear weapons 
progress has been confined to the announcements between 1949 and 
1953, by the Soviet government and by the United States Atomic 
Energy Commission, of various Soviet atomic bomb explosions and 
one hydrogen bomb explosion. A knowledge of the physics of such 


117 “The Red Air Forces,” Fortune, February 1958, p. 120. 
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explosions, and of the magnitude of the United States effort required 
to produce these weapons, suffices to permit the drawing of im- 
portant conclusions regarding the magnitude and nature of the 
Soviet atomic weapons industry. 

The ability to explode these bombs implies that the Soviet Union 
has the vast industry required to produce the basic fissionable 
(atomic bomb) and fusable (hydrogen bomb) materials required 
by these weapons. To construct the corresponding United States 
industry has required the investment of well over $5,000,000,000. 
The Soviet industry is presumably not as large as this country's, 
but it would seem indubitable that this industry must represent an 
investment of at least several billion dollars in American prices. 
That this must have imposed a great strain on the much more lim- 
ited Soviet economy seems self-evident, even if allowance is made 
for the scientific gains of successful espionage and also for the 
economies resulting from study of the earlier United States experi- 
. ence as described in the official Atomic Energy for Military Purposes. 

The need for a vast industrial complex is evident from the nature 
of the materials required for nuclear explosions. An atomic bomb 
consists basically either of uranium 235 or plutonium. The former 
is a rare light form (isotope) of ordinary uranium 238. Uranium 235 
occurs as only one part in 140 of ordinary uranium, and even 
ordinary uranium rarely occurs in rich ores. Even after ordinary 
uranium has been obtained, an expensive and time-consuming 
process, the separation of uranium 235 from uranium 238 is a 
complex and lengthy process requiring vast plants such as the 
giant diffusion and electromagnetic separation complexes at Oak 
Ridge, Tennessee. To produce plutonium, the more plentiful com- 
mon isotope of uranium, uranium 238, is bombarded by neutrons 
in a nuclear reactor, also a process requiring expensive and complex 
production facilities. 

The essential materials of the hydrogen bomb are the two forms 
(isotopes) of heavy hydrogen, hydrogen 2 (deuterium) and hydro- 
gen 8 (tritium). Deuterium is relatively “cheap” as nuclear materials 
go since it occurs in nature and can relatively easily be isolated 
as in heavy water, that is, water whose hydrogen content is not 
ordinary hydrogen 1, but hydrogen 2, deuterium. Tritium, how- 
ever, is a completely different matter since it does not occur in 
nature and must be most laboriously and expensively obtained by 
the neutron bombardment of lithium in nuclear reactors such as 
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those built since 1950, at the cost of hundreds of millions of dollars, 
by the Atomic Energy Commission in this country. 

From this brief excursion into nuclear physics, we can infer 
that the Soviet atomic and hydrogen bomb explosions represent 
undeniable evidence that the Soviet Union now has a major and 
most expensive atomic materials industry. This consists of large 
scale uranium mining facilities — within the USSR itself and at 
uranium deposits in East Germany and Czechoslovakia and per- 
haps elsewhere —as well as large separation plants for uranium 
235 and large reactors for the production of plutonium and tritium. 
This obviously also implies that the Soviet Union now has a vast 
stock of engineering and scientific knowledge regarding nuclear 
energy, large numbers of personnel familiar with the problems 
of this field, and — because of the time span since the first atomic 
bomb explosion in 1949—an appreciable stockpile of nuclear 
weapons. 

Confirming this view is the fact that Soviet publications during 
1953 and the first half of 1954 referred to these, among other, civilian 
applications of atomic products: the use of radioactive isotopes in 
agricultural and medical experimentation and in metallurgical con- 
trol processes; the dating of organic remains by means of the radio- 
carbon technique; the creation of artificially radioactive substances 
for medical and other uses. A number of reports in early 1954 
indicated, in fact, that the Soviet Union’s production of radioactive 
substances had increased to the point where it could and did export 
such products to its Eastern European satellites.!!5 The Soviet 
government claims a 5,000-kilowatt atomic power plant began op- 
erating June 27, 1954. 


Consumer-Goods Industries 
As noted earlier, consumer-goods output has usually been the 


neglected area of Soviet economic life, being slighted in comparison 
to the enormous resources devoted to expansion of all branches of 
heavy industry. Official statistics that purport to show greatly in- 
creased output of these commodities as compared to Czarist times 
or to the late 1920's are suspect because of the frequent noncom- 


parability of data. The large fraction of this production that was 
118 An excellent summary of Soviet scientific progress in this and other fields 


is A. Nesmeyanov, "Dostizheniya i Zadachi Estestvennykh i Tekhnicheskikh 
Nauk," Kommunist, No. G (1954), pp. 60-77. 
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once turned out by individual craftsmen and their assistants does 
not appear to be taken adequately into account, and much of the 
increased production shown nominally by published data reflects 
merely the shift from artisan output to production in large gov- 
ernment plants. In addition, the rapidly increasing urbanization 
of the Soviet population has resulted in a shift from household pro- 
duction of commodities such as bread to factory production, and 
the former type of output is not reflected in the data. It may well 
be that in the best periods of Soviet consumer-goods production, a 
larger total was turned out than in 1918 or 1928. But whether any 
such increase was proportionally much greater than the popula- 
tion rise is difficult to determine with the inadequate and unsatis- 
factory data available. 

Consumer-goods production in the USSR takes several forms: 
output of large-scale state industry under various ministries; output 
of industrial and consumer cooperatives; and output of small-scale 
republic and local industry. In 1937 about one third of the output 
of consumer goods came from light industry, more than one third 
from different branches of the food industry, and somewhat less 
than one third from industrial cooperatives manufacturing a wide 
variety of food and nonfood products. While large-scale plants 
predominate in some branches of this section of the economy, 
others consist primarily of small and medium-sized work shops 
that seek to utilize such local materials as are available or base 
their operations upon waste products of heavy industry. Also, some 
fraction of consumer-goods output is accounted for by heavy-in- 
dustrial plants, which may.produce such commodities as sidelines 
of their main production. 

Over the years since 1928, consumer goods have usually been in 
none-too-abundant supply, and the usefulness of products avail- 
able has been diminished by the low quality frequently character- 
istic of such Soviet output. Readers of the Soviet press in the 1980's 
and 1940's learned time and again of dresses that shrank catastroph- 
ically in the first rain, of shoes that fell apart after brief wearing, 
and of similar trials suffered by Soviet consumers. In the conditions 
of shortage that have been characteristic during most of the Soviet 
regime, many managers of consumer-goods plants and enterprises 
have apparently felt little compulsion to meet consumer desires as 


119 Balzak, et al., op. cit., p. 308. 
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regards quality and variety of output)? The low priority given 
these branches of production has also resulted, in all probability, in 
their getting the least desirable workers and managerial personnel 
on the whole, for rewards to talented persons have been higher in 
heavy industry. The fact that in May 1950, when heavy industry 
had reached an all-time output peak, it was difficult to buy furni- 
ture in Moscow is indicative of the situation in this area.!?! Short- 
ages of consumer goods were most severe in the early 1980's and 
during World War II. The virtually complete concentration of 
output upon military needs during the latter period created clothing 
and food shortages and other difficulties of the most extreme sort. 
Improvement from the lowest levels took place in the middle 1930's 
and after 1945, but even the best conditions ever enjoyed by Soviet 
consumers would be considered deplorable by one accustomed to 
American standards, even during World War II. The level of 
material abundance at which Soviet citizens live is suggested by 
the fact that throughout the Soviet regime annual production of 
leather shoes has only rarely exceeded one pair per person, and 
has frequently been far below that poor level. 

The much publicized 1953 program for increasing consumer- 
goods production substantially during 1954-56 had two facets of 
particular interest. First, it seemed to mean. a. government. policy 
aimed at assuring production of such commodities in accordance 
with plan, in contrast with earlier years when consumer goods 
production-usually fell well below plan targets. because of the low 
priority given these industries in allocation of scarce material, 
machinery, and labor. Second, for the first time this program 
promised the Soviet people that there would be appreciable pro- 
duction of some durable consumer goods such as household re- 
frigerators, washing machines, television. sets, and the like. Though 
the quantities of such goods promised are small in comparison 
with the Soviet population — so that only the wealthiest and most 
influential groups in the country can expect to have such "luxuries" 
by 1956 — nevertheless, these promises opened up a vista that had 
virtually been unknown earlier. Whether the announced production 
goals will be achieved and, if they are, whether there will be still 


120 Cf. the typical complaints on this subject in Izvestia, August 4, 1949, and 
Pravda, September 13, 1949. 
121 Moskovskaya Pravda, May 8, 1950. 
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further production increases set beyond 1956 remain to be seen. 
Textiles. The statistical history of Soviet production of textiles is 
shown by the data below: 


Taste 21. Production of Soviet Textiles since 1928-29. 


Year Cotton Cloth Wool Cloth Linen Silk Clotht 
(MILLION LINEAR METERS) 
1898-09 jc e v 2,996 100.6 176.8 18.0 
TOMO prs or ERN ous 8,886 120.3 e722" 77.9 
1945) cusacane acera eu 1,605 61.7 t t 
1080 xir 3 oe edid 3,815 167.4 250.08 126.0 
ILLO 5,300 205.0 270.08 388.0 
1955 Goal: 
a. Fifth Five-Year Plan.. 6,142 257.8 t t 
b. 1953 Revision ..... 6,267 271.0 406.0 573.0 
1956 Goal ....... eese 6,500 835.0 1 635.0 


* 1938. f Data unavailable. t Includes synthetic fibres such as rayon and nylon. 
$ Very rough estimate. 
Sources: 1928-29 and 1938 (linen) — Sof. Stroi. (1933-38), p. 73. 1940 — Cotton, 
Tekstilnaya Promyshlennost, No. 10 (1947); Wool, Ibid. No. 11 (1947), 35: Silk, 
Malenkov's speech of October 5, 1952. 1945— Cotton, same as 1940; Wool, Pravda, 
December 21, 1949, and official economic reports for 1946-49. 1950 — Catton and Wool, 
application of annual official percentage Increases during 1946-50 to 1945 base; Linen 
— rou, estimate taking account of statement in Pravda, October 28, 1953, that in 
1953 linen output was still below 1940; Silk, Malenkov 1952 figure reduced by official 
percentages for output increase in percentages during 1951 and 1952. 1953 — Pravda, 
August 10, 1953, and January 31, 1954, plus linen statement referred to above. 
Original 1955 goals from Fifth Five-Year Plan directives. Revised 1955 goals and 
1956 goals from consumer goods decree in Pravda, October 28, 1953. 


As is clear from the data above, cotton cloth is the basic textile 
material in the Soviet Union. In Czarist times the bulk of cotton and 
other textile production was overwhelmingly concentrated in the 
Central Industrial area, the largest centers being Moscow, Ivanovo, 
and St. Petersburg (Leningrad), which received their raw materials 
from domestic sources such as Central Asia or from abroad. Soviet 
government development of cloth production was based upon in- 
tensive efforts to increase domestic cotton and other raw-material 
output so as to reduce or eliminate the need for large-scale imports 
from abroad. Old factories were reconstructed and a number of new 
factories were built, but the latter tended to be very large enter- 
prises that took a long time to construct, typical of the “giganto- 
mania” that afflicted Soviet industrial planning before the late 1930's. 
An effort was made to achieve a more even geographical pattern of 
production by building new plants in Western Siberia, particularly 
at Barnaul, and in Central Asia near the major cotton-growing areas. 
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arose between spinning and weaving capacity, e prey of the 
former r preventing the utilization of all Soviet cotton output as well 
as the the operation of weaving and hosiery mills at. full - capacity. 
During this period the cotton-textile industry consistently failed 
to achieve its production plans, a situation blamed officially on 
“saboteurs” and “wreckers,” but probably really attributable to poor 
planning and the low priority of this industry. 

During World War II, about 33 per cent of all Soviet spindles 
and 20 per cent of the country's looms were probably destroyed, 
while in unoccupied areas production was stopped in many plants 
to conserve manpower, fuel, and other resources.?? From 1946 to 
1950 cotton cloth output more than doubled as old factories were 
reopened and plants which had been destroyed were rebuilt, but 
the Fourth Five-Year Plan goal for 1950, 4,786,000,000 meters, was 
not reached, presumably a result reflecting once again the low 
priority of the textile industry. The original Fifth Five-Year Plan 
directives called for 1955 output 61 per cent above that of 1950, 
and in the early 1950's cotton cloth production finally exceeded the 
prewar levels. The cotton mill construction program for 1950-55 
called for the construction of some of the largest cotton textile plants 
in the world at sites nearer the centers of cotton production in the 
southern and eastern parts of the country. The Kamyshin Cotton 
Combine, for example, is scheduled to have a daily production 
capacity of 1,000,000 meters of cloth, and other similar large plants 
are being built in Barnaul, Kherson, Stalinabad, Krasnodar, and 
Engels.?? The 1953 revision of the cotton cloth goal for 1955 
increased it only slightly, but stressed the need for more production 
of better quality types of cloth as well as the importance of a more 
varied assortment of textiles. In 1953, Moscow and Ivanovo 
Provinces each produced about one-third of all Soviet cotton cloth.1?* 

The data above show that by 1950 wool and silk cloth had sub- 
stantially exceeded prewar output levels, while linen production 
had failed to attain the prewar mark even in 1953. The speed-up in 
textile output ordered in 1953 resulted in the original Fifth Five- 
Year Plan goal for silk output in 1955 being reached approximately 


122 Bergson, et al., op. cit., p. 55. 
123 Pravda, October 13, 1952. 
124 Pravda and Izvestia, August 27, 1953. 
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in 1953, whereas the original wool cloth goal for 1955 was ordered 
reached in 1954. The largest factor in the very rapid rise of silk 
textile production was the rapid burgeoning of synthetic fibre pro- 
duction, which is included in the Soviet silk total. Such synthetic 
fibres were scheduled to reach by 1955 a production level 4.7 times 
as great as in 1950 and almost 11 times as great as in 1940. The 
1941 Soviet economic plan provided for the output of about 
39,000,000 meters of artificial silk.!*5 If we assume that 1940 output 
was about 30,000,000 meters, the percentages cited above suggest 
that 1950 production of synthetic fibres may have been about 70,000,- 
000 meters and the 1955 goal about 330,000,000 meters.!?* The gross 
failure of linen output to reach prewar marks by as late as 1953 
seems to be largely the result of the failure to achieve satisfactory 
levels of flax production. 

Clothing and Knitwear. Before the Bolshevik revolution clothing 
and knitwear production in Russia was mainly on a handicraft basis, 
the work being done mostly by artisans, individually or in groups. 
Factory production was concentrated mainly in and around Moscow 
and St. Petersburg (Leningrad), near the sources of cloth and thread. 
Development under Soviet rule in the 1920's and 1930s consisted of 
a substantial shift from artisan to factory production, as new plants 
were built in many parts of the country, though the old concentra- 
tion of output was not entirely endedJ?' Development of these in- 
dustries was hindered, however, by the low priority given them in 
the securing of new capital and additional labor. The result was 
that output lagged far behind demand, and that quality of produc- 
tion was low. Indicative of the inadequate production was a govern- 
ment survey, made in 1936; it found that demand of consumers was 
for 967 million pairs of hosiery and 231 million pieces of knitted 
underwear. Planned production for that year, however, was for 
only 420 million pair of hosiery and 96 million pieces of knitted 
underwear, less than half the demand in each case.!?? The quality 
of Soviet output in this field is perhaps best indicated by this 1939 
statement of Politburo member A. I. Mikoyan: 


Are not the leaders of light industry ashamed when, for instance, a 
woman cannot wear a good pair of stockings without people saying 


125 Gosudarstvenny Plan . . . na 1941 God, op. cit., p. 161. 
126 Basic percentages given in Pravda, October 13, 1952. 

127 Balzak, et al., op. cit., pp. 317-18. 

128 Trikotazhnaya Promyshlennost, No. 6 (1936), pp. 1-3. 
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they must be imported? Why can't we produce more good stockings? 
Or take ties—if they are attractive, people say they must be imported. 
. .. Why should not good stockings and good ties be Soviet-made, 
not imported; why should not consumer goods be on a par with or 
superior to the best foreign make? 129 


How little this situation had changed more than 14 years later is 
indicated by the complaint voiced in Malenkov's speech of August 
9, 1953: 


To the shame of our workers in industry, consumers often prefer 
to buy foreign-made articles simply because they are more attractive. 
Yet we have every opportunity to produce appealing textiles of 
good quality, smart and well-made clothing, durable and elegant 
footwear. 


The growth of factory production of three important items of 
clothing during the period of Soviet rule is shown below: 180 


Knitted Knitted 

Year Hosiery Underwear Outerwear 

(MIL. PAIR) (MILLION UNITS) 
1883 nne 250.9 36.1 17.2 
1938 nes 440.0 120.0 50.0 
1941 Plan ........ 538.0 132.4 55.1 
1945 .. enisi rees 83.0 * * 
1950 Goal ....... 580.0 = s 
1950 Actual ...... 431.8 » " 
1955 Goal ....... 777.0 382.0 A 88.0 


* Data unavailable. 


It is clear from the above that if the 1955 goals are actually 
achieved, then Soviet consumers will have more of these, and 
probably also other, types of clothing than ever before. But even 
the 1955 goals are equivalent on a per capita basis to annual pro- 
duction of only 3% pairs of stockings, less than two suits of under- 
wear, and less than one-half sweater or other knitted outer garment. 
Such levels are still far from affluence, though far above what Soviet 
consumers have historically had available. 

129 Land of Socialism Today and Tomorrow, p. 369. 

130 Sources: 1933 and 1988 — Sot. Stroi. (1933-38), p. 73. 1941 Plan — 
Gosudarstvenny Plan .. . na 1941 God, p. 71. 1945 — H. Schwartz, Russia's 
Postwar Economy, p. 28. 1950 Goal — Fourth Five-Year Plan. 1950 Actual — 


Pravda, April 17, 1951, gives percentage relation between 1950 and 1945 
hosiery output. 1955 Goal — Pravda, October 28, 1953. 
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Shoes. Before World War I, Russian shoe production was con- 
centrated mainly in the hands of artisans working individually or 
in groups; shoe-manufacturing factories produced only about 8 
million of the 50 to 55 million pairs produced annually.?! The 
industry depended upon foreign sources for much of its raw mate- 
rials and machinery. Development in the USSR before World War 
II was in the direction of building shoe factories; the private handi- 
craft industry was wiped out. In addition, all branches of leather 
production were developed, in an effort to make the country in- 
dependent of foreign supplies. The inadequacy of domestic leather 
supplies could not be remedied, however, because of the inade- 
quate size of Soviet livestock herds, particularly after the great 
losses of the early 1930's. To make up this deficiency, production 
of leather substitutes as raw materials for shoes has been pushed 
vigorously. The old shoe-production factories in Moscow and Len- 
ingrad were rebuilt and expanded, and new ones were built in 
different parts of the country. Like other branches of consumer- 
goods production, shoe output fell catastrophically in the years 
of World War II. 

After World War II, leather shoe production increased rapidly 
but the 1950 goal of the Fourth Five-Year Plan was not fulfilled, 
in part probably because the slow increase of livestock herds pre- 
vented the acquisition of adequate leather supplies and even the 
growing output of leather substitutes failed to make up for the 
deficiency in natural leather. The statistical history of factory shoe 
production under the Soviet regime is shown below: 1%? 


Year Million Pair Year Million Pair 
1929. ........ Lees 48.8 1950... oeste tus 206.0 
1940205 desastres 205.0 1053.25.59 5e teu 242.0 
1945. «25? Ss 64.5 1955 Goal........... 318.0 


It seems likely that in 1951 and 1952 Soviet shoe production was 
on a plateau of about 250,000,000 pair whereas in 1953 it dropped 


131 Vestnik Kozhevennoy Promyshlennosti i Torgovli, No. 11 (1927), pp. 399- 
401. 

132 Sources: 1929 — Sot. Stroi. (1933-538), p. 73. 1940 — Legkaya Promyshlen- 
nost, No. 3-4 (1946), p. 2. 1945 — Izvestia, March 26, 1946. 1950 — Pravda, 
April 17, 1951. 1953 — Ibid., August 8, 1953. 1955 Coal — Ibid., October 28, 
1953. 
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slightly to 242,000,000 pair. The 17 per cent increase reported 
for 1951 output over 1950 was adequate to make 1951 production 
about 250,000,000 pair, the figure predicted for 1952 in Malenkov’s 
speech in October of that year. This hypothesis is strengthened 
by the failure of the 1952 economic report to give any percentage 
increase over 195] for shoe production. The suspicion that leather 
shoe output actually declined in 1953 is also supported by the fact 
that the government economic report for 1953 claimed only a 4 
per cent increase in production of leather shoes by the Ministry 
of Consumer Goods, saying nothing about total shoe output or 
about the large fraction of shoe production turned out by in- 
dustrial cooperatives. This lack of progress during 1951-53 seems 
clearly related to the government's livestock difficulties, one re- 
flection of which was the drop in cattle numbers during 1952. 

Durable Consumer Goods. Qne of the maior distinguishing fea- 
tures of Soviet economic development has been the lack of cor- 
respondence between the rapid growth of metal production and 
the failure of consumers to receive any analogous increase in durable 
consumer goods made of metal Soviet production of passenger 
cars, refrigerators, vacuum cleaners, washing machines, and the 
like has been incredibly low when measured against the country's 
available metal supply. The reason, of course, was that this metal 
was needed for armaments and heavy industrial machinery, and 
consumers’ wishes had little influence upon government alloca- 
tions of available resources. The government's lack of interest in 
such items was further apparent from the frequent practice of 
assigning production of these items as sidelines for plants producing 
arms or heavy machinery. Plant managers given such assignments 
often regarded them as nuisances which drained off scarce resources 
from the primary production tasks of these plants, on the satisfac- 
tory fulfillment of which depended the managers advancement 
or demotion. In this setting there can be little surprise in the fact 
that many of these sideline assignments were not fulfilled, while 
much of the little production received was of poor quality and 
high cost.!?3 

The change of policy enunciated in 1953 after Stalin's death had 
already been foreshadowed in the public discussion regarding the 


133 Cf. the typical complaints in Trud, October 25 and December 8, 1950, and 
in Izvestia, December 27, 1951. 
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Fifth Five-Year Plan directives issued in 1952. Thus Mikoyan, 
speaking in October 1952, said that output of household refriger- 
ators in 1955 would be ten times that of 1951. In the light of later 
data, this suggests that as late as 1951 Soviet annual refrigerator 
production, for a nation of over 200,000,000 people, was at most 
83,000 units! 184 What the 1953 announcements did was to set up 
sharply higher production goals for a wide variety of consumer 
durable goods and to make clear that the attainment of these goals 
had high priority in the allocations of labor and materials. But 
there is little evidence even in the published material on the 1953 
program that the Soviet government contemplated setting up a 
large network of plants for durable consumer goods. Rather, many 
of the assignments were given to such ministries as those concerned 
with armaments, aviation, metallurgical, and heavy machinery pro- 
duction. The "sideline" nature of these assignments for these min- 
istries would seem plain, thus increasing the probability of diffi- 
culties similar to those experienced in the past. Nevertheless, the 
emphasis put upon these assignments in government announce- 
ments would seem to suggest that enough pressure will be exerted 
to secure substantial progress, barring some major change in the 
international situation in 1954 or 1955. 

In the following compilation an effort has been made to bring 
together some of the fragmentary data on actual and planned 
Soviet production of these durable consumer goods: 15 


Commodity Prewar 1950 1954 Goal 1955 Goal 
Bicycles ........ esee 385,600* 655,000 2,510,000 8,445,000 
Sewing Machines .. .. 502,500* 800,0001 1,335,000 2,615,000 
Electric Irons ........ 483,700* 486,000 3,550,000 4,375,000 
Refrigerators ......... 1,5007 20,0001 207,000 330,000 
Vacuum Cleaners ..... $ § 243,000 483,000 
Washing Machines .... 8 § 111,000 296,300 
Watches AEAEE T ITT 635,000* 7,200,000 16,000,000 22,000,000 
Radios ............-. 202,400* 1,000,000 2,861,000 8,767,000 
Television Sets ....... none 100,000 325,000 760,000 
Phonographs ......... 843,500* § 921,000 1,195,000 
Cameras ....... sess 207,500* § 765,000 1,000,000 


* 1938. ł 1941 Plan. t Rough estimate. § Data unavailable. 


184 Pravda, October 12, 1952, and October 28, 1958. 

135 Sources: 1938 — Sot. Siroi. (1933-38), p. 141. 1941 Plan — Gosudarstvenny 
Plan...na 1941 God, p. 171. 1950, and 1954 and 1955 goals — given in or 
calculated from Mikoyan's speech in Pravda, October 25, 1953, and the con- 
sumer goods decree in Pravda, October 28, 1953. 
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These data make plain that a very impressive increase in the out- 
put of these goods is sought by 1955. But bearing in mind that the 
Soviet population will be not far from 220,000,000 persons in that 
year, it is apparent that the 1955 levels, even if attained, will permit 
only the upper groups of Soviet society to have vacuum cleaners, 
washing machines, refrigerators, television, and the like. 

Cooperative and Local Production. As noted above, production 
of consumer goods by local state industry and by industrial co- 
operatives covers a wide range of commodities. Enterprises in this 
category can be thought of as the Soviet equivalent of the old 
handicraft and domestic industries of Czarist Russia. The gov- 
ernment's intention in sponsoring this decentralized type of organ- 
ization is presumably to permit maximum flexibility in adjusting 
production to demand and to encourage local initiative in develop- 
ing output on the basis of local raw materials and the wastes and 
surpluses of large plants in other fields. But this type of organiza- 
tion also probably reflects government unwillingness to sponsor 
the growth of consumer-goods output with the same high capital 
investment as has been devoted to heavy industry. Cooperative 
and local industry production before World War II was concen- 
trated in Moscow, Leningrad, Kiev, and Kharkov, while such output 
was small or insignificant in the area from tbe Volga River to the 
Pacific.'35 In the postwar period, the same concentration of local 
industry and industrial cooperatives has persisted. In 1947 almost 
half of all production by local industry in the RSFSR came from 
Moscow, while production in the regions of the Volga, Urals, Si- 
beria, and the Far East was only 13 per cent, equal to only about 
one quarter of the output in Moscow alone.!37 

During World War II, these small consumer-goods enterprises 
were either wiped out or converted entirely to subcontracting for 
military production. Apparently disturbed by the slow revival of 
state-operated consumer-goods plants, the Soviet government took 
decisive action in late 1946 to stimulate industrial cooperatives 
toward much greater production of consumer goods, giving them 
the incentives and privileges discussed in the previous chapter. 
The 1947 goals set for these enterprises included production of 
about 30,000,000 pairs of shoes; 40,000,000 pairs of hosiery; 54,- 


136 Planovoye Khozyaistvo, No. 9 (1939), p. 113. 
137 Ibid., No. 4 (1948), n. 56. 
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000,000 meters of cotton cloth; and so forth.'?* The government 
drive to encourage cooperative production apparently had some 
significant results, but as late as mid-1949 the record for the first 
half of that year was summarized in this fashion: 


Enterprises of industrial cooperatives substantially underfilled pro- 
duction plans for construction materials, iron, enamel and glass 
utensils, shoes, linen and silk cloth. The quality of a significant part 
of goods produced is still unsatisfactory, the assortment is limited, 
and prices are high in a series of cases.139 


In addition, however, such cooperative output was reported to ex- 
ceed prewar levels and to have improved considerably over earlier 
postwar years.''? A lengthy description of the very important local 
industry in Moscow Province as of May 1950 painted a picture of 
chaotic disorganization, great shortages of material, poor planning, 
failure to utilize capacity fully, and inadequate production!!! 

A government decree issued in late 1958 indicated that the 
many deficiencies of local industry and industrial cooperatives con- 
tinued to exist at that time. It spoke of their "regular failure to 
meet the government output plan for many goods and the low 
quality of the products manufactured" by them. It gave this de- 
scription of their physical facilities: 14? 

Many local industry and industrial cooperative enterprises accupy 
residences and basements unfitted for production. . . . Most enter- 
prises are poorly mechanized, have outmoded equipment with low 
productive capacity. They are not provided with qualified personnel 
so that labor productivity is low and manufacturing cost high. 


Conditions were so bad that there had apparently been much 
Soviet speculation that the industria! cooperative system might be 
abolished. This at least seems a fair conclusion from the lengths 
to which Mikoyan went in August 1953 to assure cooperative offi- 
cials that their organizations were an integral part of the Soviet 
productive system and would be continued and strengthened. He 
boasted that their output had risen in value from 28,000,000,000 
rubles in 1940 to 42,000,000,000 rubles in 1952 and would be worth 


138 Schwartz, Russia's Postwar Economy, p. 44. Izvestia, November 12 and 
14, 1946. Pravda, December 29, 1946. 

138 [zuestia, August 6, 1949. 

140 Ibid., June 1, 1949. 

141 Moskovskaya Pravda, May 8, 10, 12, and 17, 1950. 

142 Pravda, October 28, 1953. 
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47,000,000,000 rubles in 1953. In the next two or three years, he 
said, they would double their marketed output.'? The head of 
these cooperatives had revealed earlier that there were 16,000 such 
organizations over the country employing 1,800,000 workers.!** 

The government program revealed in the decree quoted above 
provided for extensive capital investment in local industry and 
industrial cooperatives so as to provide them with needed ma- 
chinery, assembly-line equipment, premises and the like. Soviet 
banks were ordered to provide loans of up to 500,000 rubles to 
different local and cooperative enterprises in order to facilitate the 
improvement and expansion of their output. 


143 Pravda, August 26, 1953. 
141 Izvestia, August 8, 1953. 


CHAPTER VIII 


THE ORGANIZATION OF AGRICULTURE 


rm 

dL wice purine THE vear after Stalin's death, in Sep- 
tember 1953 and February 1954, the first secretary of the Commu- 
nist Party of the Soviet Union, Nikita S. Khrushchev, made major 
speeches surveying the state of Soviet agriculture. The picture of 
Soviet farm economics he painted had both bright and dark spots, 
but complaints and admissions of failure overshadowed boasts of 
success. Besides attesting to incompetence, carelessness, poor plan- 
ning, and similar reasons for poor performance, his speeches made 
it clear that the ancient struggle between the Soviet government 
and the millions of Soviet peasants was still far from ended, but 
continued as one of the basic dynamic forces in Soviet society. No 
one can read these speeches without concluding that the failure of 
Stalinist agricultural policy has created one of the great weaknesses 
— perhaps the greatest economic weakness and point of political 
vulnerability — of post-Stalinist Russia.! 

Soviet agriculture as described by Khrushchev consisted of 94,000 
collective farms, 8,950 Machine Tractor Stations (MTS) and Ma- 
chinery Stations for Livestock (MZhS), and over 4,700 state farms. 
This is a complex far different from the aggregate formed by the 
roughly 25,000,000 small peasant farms which had existed three 
decades earlier. In this chapter, the present organization of Soviet 
agriculture will be considered against the background of its eval- 
uation from 1917 to 1954. An attempt will be made in this con- 
sideration to take into account both the nominal forms of this or- 

1 Khrushchev's speeches appeared in the Soviet press, September 15, 1953, 


and March 21, 1954. For English translations, cf. The Current Digest of the 
Soviet Press, November 7, 1958, and May 5, 1954. 
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ganization, and the realities uuderlying the changes in these forms 
over time. 


The Agricultural Plan 


Like other parts of the Soviet economy, agriculture is directed 


by the national economic plan, but but the extent and effective ness -of 
planned control are significantly weaker here than in other pro- 
ductive areas. Nature bows not to the planners dictum. The 
fluctuations of climatic conditions produce unpredictable variations 
in harvests. The very nature of agriculture is such that the human 
beings engaged in it are dispersed over large areas. Control over 
them, even on a collective farm, is far more difficult than similar 
control over workers concentrated by the hundreds or thousands in 
the limited area of a factory. These and other differences between 
farming and other occupations have not been adequate to prevent 
a significant degree of f planned control ar and development. in. Soviet 
agriculture, but the hopes of the planners have often been frus- 
trated. by nature or- by the xecalcitrance of the. human. bemgs 
ordered to turn plans into reality. 

Agricultural objectives set down in the five-year plans cover such 
matters as acreages to be planted in different crops, average yields 
to be attained for each crop, the growth of livestock herds, expan- 
sion of farm machinery, the extent of irrigation projects, and so on. 
Similar but more detailed national objectives, prepared by the 
ministries concerned with agriculture and the State Planning Com- 
mittee, are set down in the plans for each year. Special plans 
governing particular aspects of agricultural activity are published 
from time to time as need arises. The long-range program for 
afforestation and other antidrought measures, published in the fall 
of 1948, are examples of this more specialized type of state planning. 

The comprehensive national programs are broken down through 
the chain of geographical administrative units, first the Union Re- 
publie, then the province and smaller areas, until finally the plan 
influences the activity of each farm and other productive unit in 
Soviet agriculture. In this way the transition is made from the 
national goal to plant, for example, 100 million hectares? in grain 
and the final decision by a particular farm to sow 100 hectares of 


2A hectare is approximately 2X acres. 
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its land in various grain crops. It is no simple task to allocate 
correctly the national agricultural objectives among different areas. 
Errors in such allocations cause difficulties at times, suggesting that 
the problems involved are by no means all solved. 

The actual work of raising crops and livestock is carried on by 
three kinds of farms. . "Tbe. most. important are the collective farms _ 


The state farms (sovkhozy) prc Droe a much smaller fraction of 
farm ‘produce but are extremely important in some specialized 
products.. Least important are the few remaining small peasant ` 
farms, which produce only a very small portion of all Soviet Food. 
A fourth major unit important in production is the Machine Tractor 
Station (MTS), which works closely with the collective farms. 

Most of Soviet agriculture relating to collective farms is directed 
by the Ministry of Agriculture, which has an elaborate central 
organization in Moscow and an extensive field apparatus. Its agents 
are to be found in every part of the Soviet Union. The ministry 
and its agents supervise the execution of the collective-farm plan 
and the day-to-day progress of agricultural activity. It collects a 
huge volume of agricultural statistics, almost none of which, how- 
ever, are made public. Not the least of the ministry’s functions 
is its research activity, carried on in almost a thousand agricultural 
research institutions of many kinds.? Most state farms are directed 
by the Ministry of State Farms, which exercises complete control 
over these state-owned and -operated units. 

Aside from the general Communist control of the Soviet state 
and economy, the Communist Party plays a major role directly 
in the farm areas. In one speech referred to above, Khrushchev 
revealed that 76,000 out of 94,000 collective farms had party units, 
and there were more than 1,000,000 party members in the country- 
side, along with over 2,000,000 members of the Young Communist 
League. In addition each MTS has a party group attached to it 
with the duty of exercising direct control over farm work in the 
area served by the MTS. 

The magnitude of the bureaucracy required to exercise state and 
party control may be inferred from Khrushchev’s statement that 
there are between five and six officials for each collective, that is, 


3 Eric Ashby, A Scientist in Russia, pp. 30-34 and 212-15. New York: Pen- 
guin Books, 1947. 
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over 500,000 supervisors, aside from the communists on the col- 
lective farms. He blamed the defects of this bureaucracy for much 
that was wrong with these farms. This is his scathing description 
of the Soviet agricultural ministry: 


The bureaucratic structure is very unwieldy, including many admin- 
istrations and divisions which duplicate each other and often do little 
or nothing. It is not surprising that the ministry fails to show ma- 
neuverability and accuracy in directing local organs, permitting 
bureaucracy and red tape in solving urgent problems. The Ministry 

. is poorly linked with practical work and is isolated from the 
collective farms and MTS. Not knowing the true state of affairs in 
each locality, the ministry nevertheless tries to regulate from the 
center all aspects of the activities of local farm agencies, collective 
farms, and MTS, giving instructions for which there is often no need 
in the localities. 


The Collective Farm 


In theory a collective farm is a. democratic, cooperative associa- 
tion of farmers who have pooled their land. and capital to form a 
large enterprise, which they operate in common, sharing _its net 
proceeds in proportion to the quantity and quality of work they 
do. It is claimed that these large farms make for more efficient 
and bountiful production, since they avoid the inefficiencies and 
wastes of small peasant farming. In addition it is said that only 
by their formation was it possible to secure the use of modern 
agricultural techniques, particularly those associated with the use 
of tractors and other agricultural machinery. In the United States, 
however, machinery and scientific techniques are employed on 
family farms much smaller than the average collective farm. 

Initially, during the 1920's, three major types of collectives were 
experimented with: the toz, the artel, and the commune. Today the 
artel is the standard type of collective farm.4 The toz or "Society 
for Joint Land Cultivation,” was simply a production cooperative. 
Farmers joined together to work their land and to buy and use 
expensive machinery. Each owner retained his rights to his own 
plots of land and to the harvest on this land, as well as to his live- 
stock and tools. The commune was at the other extreme. Al 


4 In 1933, 96.3. per cent of all collectives were artels; 1.9 per cent toz; and 
1.8 per cent communes. Cf. Naum Jasny, The Socialized Agriculture of the 
USSR, p. 320. Stanford, California: Stanford University Press, 1949. 
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production capital — livestock, machinery, implements, barns, and 
so on — was owned by the group, whose members used it coop- 
eratively in working the land. Members lived in community 
dormitories; their food was cooked in community kitchens; and 
their children were cared for in community nurseries. Jt is not 
surprising that the poorest peasants, who had no or virtually no 
private property, composed the bulk of commune members. 

The artel is intermediate between those two forms. In it, most 
production is carried on collectively, and most means of production 
are owned by the kolkhoz (singular of kolkhozy); but some private 
production is carried on separately by each member family. Each. 
farmer owns some agricultural capital such as livestock and simple 

tools, But he also shares in the result of the collective work in which 
he has participated. He thus receives both a collective and a private 
income, which he and his family can consume as they wish. Ob- 
viously this isa. compromise between fully socialistic and.. fully 
individualistic production. As we shall see, many of the problems of 
kolkhoz agriculture have arisen from the instability of this com- 
promise, 


The Kolkhoz Charter 


Each collective farm has a charter, or constitution, which defines 
its organizational structure, the responsibilities of collective farmers, 
and similar important matters. The present charter is largely the 
same as that drawn up by the government in 1935, which modified 
earlier practices. The description of collective farm organization 
that follows is based upon that charter and subsequent changes 
made in it. 

The collective farm's laud is an aggregate area to be used for the 
profit of the collective farm as its needs dictate. The land itself 
belongs to the state, but the kolkhoz has the right to permanent use, 
a right confirmed by a government certificate that also indicates the 
boundaries of this area. This land may not be sold, bought, or 
leased. Each peasant family belonging to the kolkhoz has the right 
to a garden plot, varying in size in different areas from one quarter 
of one hectare to one hectare, which the members of the peasant 
"5 An English translation of the charter is given in Hubbard, The Economics of 


Soviet Agriculture, pp. 131-47, and Gsovski, Soviet Civil Law, Vol. 2, pp. 
441-62. 
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family may cultivate as they see fit. None of the kolkhoz land may be 
given to a member who withdraws, and the area is, in general, 
inviolate. 

Despite these charter provisions, the later history of collective 
farms has revealed many instances in which kolkhoz land has been 
alienated illegally: by kolkhozniki (collective farmers) wishing to 
expand their private gardens beyond the legal maximum, by govern- 
ment organizations wishing to raise foodstuffs for their employees, 
and so on. At various times — as in 1939 and 1946 — the government 
has had to step in to restore large areas to the collective farms. 

The kolkhoz owns.all means of production save large raachinexy 
required to operate its enterprise. The means include cattle, simple 


implements, farm buildings, flour mills and other initial processing 
equipment, seed, fodder, and the like, The kolkhozniki may use 
privately, that is, own, their dwelling houses, garden tools, private 
livestock, and the buildings necessary to house these livestock. The 
number of animals a peasant household may own is rigidly limited, 
the actual quantity depending upon the area. In regions primarily 
devoted to crop-raising, for example, the limits are one cow, two 
calves, one or two sows (depending upon the discretion of the farm 
administration) and their progeny, up to ten sheep or goats, an un- 
limited number of poultry and rabbits, and up to twenty beehives. 

The kolkhoz is obligated to carry on its work on the basis of an 
annual operating plan. This plan is drawn up by taking into account 
the government agricultural plan and the collective's obligations to 
the state under it. Farm operations must be carried on properly, 
and the farm must be operated so as to maximize production and 
conserve kolkhoz assets. It is the obligation of the collective also to 
improve the technical proficiency of its members and to provide 
them with amenities such as newspapers, books, barber shops, and 
clean streets. 

Under the charter the general meeting of members is the highest 
authority on the collective farm. It elects all officers; decides on the 
acceptance of new members and the expulsion of old ones; and 
approves all budgets, plans, and other basic documents and de- 
cisions prepared by the administrative officers. Between general 
meetings, management of the farm is in the hands of the managing 
committee, consisting of five to nine committeemen (depending upon 
the collective's size), elected by the members at the general 
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assembly. The highest official in the collective farm is the chairman, 
who is also, in theory, democratically elected by the general 
assembly. 

With a few exceptions all collective farm work must be done by 
its members, Specialists may be hired if needed, and extra help 
may be taken on during harvest or other rush seasons. Otherwise 
the kolkhozniki and members of their families are the entire labor 
force of the farm. 

Labor organization on each kolkhoz is obtained by means of 
division of the membership into a number of brigades. Each brigade 
is in theory composed of 50 to 100 members assigned to work in it 
for a period of time equal to the period of the crop rotation involved, 
that is, three or more years in most cases. The brigade is equipped 
with the necessary machinery, livestock, and other equipment to per- 
form its task, It is headed by a brigadier, who is in complete charge 
of its activities, Many brigades are further subdivided into small 
work squads, usually composed of a dozen or fewer persons. This 
work squad is called a zveno, or link. A major problem of collective 
farm organization over the past two decades has been the turnover 
in membership of brigades and links. For best results the Soviet 
government has sought to obtain relatively constant membership in 
these organizations from year to year. The thought behind this has 
been that workers who do the same task and work on the same 
ground or livestock for several years will become most proficient 
at their task. Moreover, as we shall see below, this problem of con- 
stant membership of work teams, whether brigades or links, is 
closely connected with the question of increasing the incentive of 
collective farm members for maximum production. Although collec- 
tive farm charters have provided for constant membership of these 
work teams since 1935 at least, this problem is still a matter of con- 
cern at the present. 

Labor on the collective farm is measured in terms of an arbitrary 
unit, the work day. A work day is not a chronological day. Rather, 
it is a measure applied to the performance of a certain norm of work. 
For example, a worker who weeds an acre of onions may be given 
one-half a work day credit for his activity. On the other hand, a 
cotton harvester who has picked two acres may be given two-and-a- 
half work days credit. Under a reform adopted by the Soviet gov- 
ernment in early 1948, there are nine different work-day rates for 
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different tasks. These range from one-half a work day, the com- 
pensation for the least skilled and least arduous type of work, to 
two-and-a-half work days, the compensation for the most skilled and 
most arduous type of work. By use of this measure the Soviet 
government attempts to obtain a means of payment that reflects both 
the quantity and the quality of the work of each collective farmer. 
In particular, in the postwar period, the work-day method of pay- 
ment has been modified to obtain a measure of payment related 
to the output received for the work expended. Each brigade and 
link receives a one per cent addition to the number of work days it 
has earned for each per cent by which its production exceeds the 
planned output. Conversely, for each per cent by which its crop or 
livestock outputs falls below the plan, one per cent of the work days 
it has earned is deducted, with a maximum deduction of 25 per cent. 
The intention here is obviously to reward those workers who do the 
best work and to penalize slackers. It is clear that such bonuses and 
deductions can only be applied effectively if the same workers are 
responsible all through the crop year or the livestock period for a 
particular portion of the work. It is for this reason that the Soviet 
government is now extremely anxious to obtain constancy in the 
membership of brigades and links engaged in collective farm wok- 
The similarities between this method of compensation for agri- — 
cultural work and industrial wage rates are clear. The work-day 
unit permits the application of piece rates to agriculture. In 
addition, the rewards and deductions dependent upon amount of 
output permit greater inequality between workers — inequality, of 
course, determined by their production. All this is the application | 
in agriculture of principles that have for a long time been dominant ; 
in the payments to industrial workers.? " 
The annual production and income of a collective farm are dis- 
posed of in a rather complicated fashion. The state has first claim 
upon production and receives a large share of all crop and livestock 
products. Most of the state's share is ner in three ways. The 


seeds, potatoes, vegetables, and certain ciem crops, ids tax is com- 
puted as a delivery quota of a certain amount per unit of arable 
land. For cotton, sugar beets, flax, and some minor crops, contracts 


8 Sotsialisticheskoye Selskoye Khozyaistvo, July 1948, p. 8. 
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are drawn up between government agencies and collective farms in- 
dicating the amounts to be delivered. Obligatory livestock product 
deliveries are calculated on the basis of fixed amounts per unit of all 
agricultural land. These tax deliveries are paid for by the govern- 
ment, but usually at very low prices per unit, amounts far less than 
the same products could be sold for in the open market. Delivery 
quotas vary among regions and farms, depending upon differential 
fertility. Although the Soviet government nominally does not charge 
collective farms rent for their land, the state's profit on these obliga- 
tory deliveries is clearly an analogous type of income. An im- 
portant economic consequence of this tax in kind is the shifting of 
the full burden of crop and livestock output. fluctuations resulting 
from bad weather, insect infestation, disease, and so on to the collec- 
tive farm,-since the tax must be paid regardless of rises or falls in 
production. If crops are poor, the collective farm and its members 
get less, because the state's demands are usually unaltered. If crops 
are very good, the state usually gets more than originally planned, 
paying somewhat higher prices for above-plan deliveries. Collective 
farmers are constantly admonished that their "first commandment" 
is to provide the state with obligatory deliveries to meet this tax. 
Great pressure is exerted to assure that they do so and to guard 
against any holding back or concealment of products demanded by 
the state. 

In addition to the tax in kind, the state receives another significant 
fraction of crop production as payment for the services performed 
by the equipment of Machine Tractor Stations. Third and relatively 
minor are the repayments each year of seed loans and other borrow- 
ings in kind from the government. 

Since Stalin's death, the contracting system has assumed greater 
importance than before. In early 1954 it was being applied not 
only to industrial crops (cotton, sugar beets, flax, hemp, jute, oil 
seeds) and citrus fruits and tea, but also to purchases of grain, meats, 
milk, and other foods by government agencies securing farm sur- 
pluses left over after the tax in kind has been paid to the govern- 
ment and payment in kind has been made to Machine Tractor 
Stations. In the case of industrial crops, contracts are made with 
farms for the delivery of certain amounts of each raw material, the 
government contracting organization providing a great deal of 
technical direction and other aid and supervision during the entire 
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period from soil preparation to harvest. As work on the crop 
progresses, the state agency pays advances to the collective farm. 
Prices paid the farms for a given crop depend in part on quality, 
but also in part on the degree to which the farm succeeds in exceed- 
ing the originally planned delivery total or the planned yield per 
hectare. Bonuses for high excess deliveries rise sharply. In addition 
farms are paid by being sold needed goods at very low prices. 
Thus in 1958 Uzbek cotton farms were able to buy quantities of 
butter and sugar for roughly one-third the normal retail prices, the 
amounts so puchasable being determined by the amounts of cotton 
delivered. The entire emphasis in making contracts is to provide 
farms with the maximum income stimulus to increasing production 
and contract sales to the.government. 

After the government's demands have been met, various portions 
of the farm's production are reserved for seed, for fodder, for 
reserve against future crop failure, and for funds for special pur- 
poses, such as that for subsistence of those unable to work — that is, 
invalids, the aged, and others. 

The remaining production of the farm is divided into two parts, 
on the basis of the decision of the general assembly of collective 
farm members. One part is sold, either to the government, to co- 
operative organizations. or on the open market. It is from these 
sales that the farm usually receives the bulk of its monetary income. 
A relatively small amount of produce sold freely in this fashion 
brings in much more income usually than a much larger amount of 
produce delivered in payment of the tax in kind to the government. 
'The prices received are highest on the free markets, where sales 
are made directly to consumers, but production may not be sold on 
these markets until all obligations for delivery to the state are met. 

The rest of the collective farm production is distributed among the 
members as payment in kind. The work days earned by all mem- 
bers during the year are totaled and then divided into the output 
to get a value per work day for each type of production. Thus a 
work day on a particular farm may be found to be worth two 
kilograms of grain. A farmer who has earned 150 work days during 
the year will therefore get 300 kilograms of grain as part of his 


7 Cf. the valuable description and data in M. Moiseev, “Printsip Materialnoi 
Zainteresovannosti i Kontraktsiya Selskokhozyaistvennykh Produktov,” Sotsialis- 
ticheskoye Selskoye Khozyaistvo, No. 3 (1954), pp. 44-66. 
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earnings for the entire year. In computing the number of work 
days, percentage adjustments upward and downward are made to 
allow for overfulfillment or underfulfillment of output plans, as in- 
dicated above. 

The disposition of the grain crops raised by collective farms during 
1937, 1938, and 1939 is shown in Table 22 


TABLE 22. Distribution of Grain Crops of Collective Farms in the Soviet Union, 


1937-39. 
Item 1937 1938 1939 
96 96 % 
A. Deliveries to the state: 
1. Obligatory deliveries ........ eee 12.2 15.0 14.8 
2. Payments in kind to MTS............. 13.9 16.0 19.2 
8. Return of seed loans ........ eee 15 2.0 4.0 
Total. usus ecvce recess denn ota peres enn 27.6 83.0 87.5 
B. Sales to the state and on free markets. .. .. -— 48 5.1" 4.0 
C. Collective requirements and reserves: 
l. Seed requirements and reserves 16.3 18.6 18.2 
2. Feed requirements and reserves. . 12.7 13.6 13.9 
8. Reserve for aiding those in need........ Li 0.8 0.8 
4. Other expenditures ........... ee res 1.6 2.0 2.7 
"Total i5 oai niet loa areas es OLT 35.0 85.6 
D. Distributed to collective farmers on the basis of 
“work days” worked ........ eese 85.9 26.9 22.9 
Grand Total .......+-+.-eeeeeeee 100.0 100.0 100.0 


* A statement was made that the 1.0 per cent designated for sale was unsold at the 
“beginning of the year,” presumably of 1939. 


Source: Lazar Volin. “The Kolkhoz (Collective Farm) in the Soviet Union," Foreign 
Agriculture, November-December 1947, p. 


It is worth noting in Table 22 that the government took a much 
larger fraction of the crop in the relatively poor production years, 
1938 and 19389, than in the very good year, 1937. The diminution of 
the amount of grain distributed among collective farmers in 1938 
and 1939 as compared with that they received in 1937 was thus 
accentuated far beyond the drop resulting merely from the decrease 
in production. 

The monetary income of the collective farm is divided in rather 
similar fashion. The state income tax on collective farms has first 
claim upon this income. Money must be used also to pay for in- 
surance on the property of the collective farm. Between 10 and 15 
per cent of the money income must be set aside for inclusion in the 
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indivisible fund, that is, the capital fund, of the collective farm, 
which is used to finance capital construction and repair on the Kolk- 
hoz. Monetary income is also used to pay for any outside labor, 
services, and materials that a collective farm buys during the year. 
The remaining monetary income is divided among collective farm- 
ers, in proportion to the number of work days earned. 

Around this matter of the division of the collective farm's produc- 
tion and income rages one of the fiercest stru struggles of So Soviet. life. 
farm produce at extremely low procurement prices and i then m xesell 
this produce at far higher prices has been one of the most important 
domestic sources of the vast capital required for Soviet industrializa- 
tion. The price for this has been paid by the collective farm mem- 
bers, whose consequent low returns for their work on the collective 
fields are discussed in a later section. Increasingly since World 
War II the Soviet government has learned that if it wishes to get 
higher production of vital farm products, it must increase the price 
it pays to the collective farms. This was done with respect to cotton 
in the late 1940's, with gratifying results. One of the most important 
steps taken in September 1953 in the effort to improve the collectives’ 
livestock output was the substantial raising of procurement prices 
as well as the increase in prices paid for purchases above the obliga- 
tory delivery norms. In the spring of 1954, prices were increased 
also for flax and hemp deliveries. This central conflict between the 
government's desire for cheap farm produce and the peasants’ desire 
for adequate prices was one.of the major. themes of Stalin's last 
major theoretical article regarding the economic problems of social- 
ism. E: seems significant. that Shortly. after his death his proposed 
oth ‘the farms receiving industrial products directly for their croi crops 
and livestock, was rejected as a matter for the distant future. In- 
stead the steps taken in September 1953 emphasized the increase 
of collective farms’ monetary incomes through higher prices and 
reduced quotas of obligatory deliveries which are paid for at the 
lowest rates. 

Khrushchev's September 1953 speech illuminated another aspect 
of this problem when he pointed out that, in practice, local officials 
often used the system of obligatory deliveries as a sort of progressive 
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income tax in kind. In:tead of applying equal quotas — based on 
acreage — to all farms, these local authorities often forced more 
prosperous farms to deliver much higher procurement quotas than 
poorer farms, thus depriving the better collectives of part of the 
fruits of their more efficient labor. 


Postwar Organizational Developments 


In early 1950, there were 254,000 collective farms in the USSR.$ 
This figure represented an increase of 32,000 over the number re- 
ported in April 1947.9 This increase was attributable mainly to the 
rapid collectivization of peasant farms that took place during 1948 
and 1949 in the Baltic States, Eastern Poland, the Carpatho-Ukraine, 
and other areas annexed by the USSR since 1939. Most of these 
areas had gone through a land reform that had broken up large 
estates and parceled their land and property out among many 
peasant families. The beginnings of collectivization had been made 
in these areas before World War II, but were wiped out during that 
conflict so that the process had to begin anew after 1945. The pace 
of this collectivization may be illustrated by the case of Estonia, 
which had 47 collective farms in April 1948,!° and over 3,000 a year 
and a half later in November 1949.1! That such speedy transforma- 
tion of the agricultural structure in these areas could have taken 
place without considerable government coercion and pressure, 
similar to that which took place in the USSR in the early 1930's, 
seems most unlikely. 

The progress achieved in collectivizing the formerly independent 
areas is indicated by Table 23. 

The number of peasant families belonging to all collective farms 
in 1940 was 19,200,000." Later data have not been published. The 
corresponding number in 1950 may have been approximately the 
same if, as is perhaps not unlikely, wartime losses of collective farm 
population had been offset by postwar collectivization in the newer 
Sovietized areas. In 1938, collective farms had almost 90 per cent 
of the sown area of the USSR and accounted for almost 85 per cent 


8 Pravda, March 11, 1950. 

9 Ibid., April 11, 1947. 

10 Izoestia, April 20, 1948. 

11 Ibid., November 25, 1949. 

12 Problemy Ekonomiki, No. 1 (1941), p. 35. 
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TanLE 23. Collectivization in Soviet Territories Acquired since 1939, Based on 
Data for Late 1949 and Early 1950. 


Per Cent of 
Number of Number of Peasant Peasant Families 
Area Collectives Families Collectivized Collectivized 
West Ukraine ...... over 7,000 1,200,000 95 
West Belorussia ..... 4,000 200,000 * 
Latvia 4,035 * over 95 
Estonia .... 3,015 * 80 
West Moldavia ..... 1,743 Ld over 80 
Lithuania ....... 6,300 i over 75 
Kaliningrad Province. 452 * * 
South Sakhalin ..... 69 * * 
Tannu Tuva ... «s 100 hd 


Sources: West Ukraine—Pravda Ukrainy, March 7, 1950; West Beloruss!a—Pravda, 
October 30, 1949; Latvia—Bolshevik, Na. 20 (1949), and Pravda, June 19, 1950; Estonia 
—lIzvestia, November 25, 1949; West Moldavia—Pravda, December 6, 1949; Lithuania— 
Pravda, January 28, 1950, and June 16, 1950; Kaliningrad Province—Pravda, February 
28. 1950; South Sakhalin—Komsomolskaya Pravda, August 2, 1949; and Tannu Tuva— 
Izvestia, October 11, 1949. 


of all gross agricultural production. By 1950 the corresponding 
percentages may not have been very different. 

The average size of collective farms has varied widely among 
different areas of the USSR in the past, but recent trends have been 
toward achieving greater uniformity by combining small collective 
farms into larger aggregates. In the USSR as a whole in 1938, the 
average collective farm had 78 families working about 3,800 acres 
of land, of which about 1,200 acres were sown to crops.!? This 
average of about 15 acres sown to crops per peasant family is of 
course several times smaller than the corresponding sown acreage 
per farm family in the United States and is indicative of the greater 
pressure of population on the arable land in the USSR. 

The variation in the size of collective farms in the USSR before 
World War II is strikingly indicated by data for January 1, 1938, 
regarding the distribution of farms by number of peasant families. 
About 25 per cent of the kolkhozy had 30 or fewer families; almost 
43 per cent had between 31 and 80 families; and little more than 
20 per cent had between 81 and 150 families. The remainder, about 
10 per cent of all collectives, had over 150 families each, though 
only 2 per cent had more than 300 families.” 

“78 Lazar Volin, “The Kolkhoz (Collective Farm) in the Soviet Union,” 


Foreign Agriculture, November-December 1947, p. 158. 
14 Jasny, op. cit, p. 319. 
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Different population densities and agricultural conditions in dif- 
ferent areas accounted for these variations. Collective farms were 
often formed on the bases of existing villages, which in turn traced 
their origin and size back to the serf villages of the feudal era. In 
many areas, therefore, the collective farm pattern before 1950 re- 
flected historical influences that had determined the earlier pattern 
of rural settlement, rather than any planning by Soviet authorities. 
In the late 1920’s some Soviet authorities, impressed by the pos- 
sibilities of mechanized agriculture, had looked forward to creating 
giant farms, some of them with as much as 250,000 acres in crops.!5 
But lack of sufficient equipment and experienced and trained per- 
sonnel, and the rapidity of collectivization in the early 1930's, all 
combined against any experimentation with a significant number 
of extraordinarily large collective farms at that time. On the con- 
trary, many small and moderate-sized collective farms continued to 
exist throughout the 1930's and 1940's. In early 1950 in Moscow 
Province, for example, two thirds of all farms had less than 500 
acres of arable land, and 45 per cent of them had 30 or fewer 
peasant families.2® 

The gross inequality of size between different collective farms 
before 1950 is most vividly illustrated by available data for 1939 
on the distribution of kolkhozy in terms of arable landholdings. 
These data are probably typical of the size distribution that pre- 
vailed from the mid-1930’s to early 1950. They are shown in Table 24. 


TABLE 24. Distribution of Soviet Collective Farms in 1939 by Size of Arable 


Land Area. 
Area Percentage of All Percentage of Total 
(HECTARES) Collective Farms Arable Land 
50 or less 3.2 0.6 
51-100 8.8 1.0 
101-200 18.4 4.1 
201-500 29.6 14.5 
501-1,000 20.0 21.9 
1,001-1,500 9.3 16.8 
1,501-3,000 8.1 24.4 
over 3,000 2.6 17.4 
Total 100.0 100.0 


Source: Voprosy Ekonomiki, No. 5 (1950). p. 48. 


15 Ibid., pp. 26-29. 
16 Pravda, April 25, 1950. 
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Perhaps the most striking comparison of the inequalities shown by 
these data may be made if the first three and the last three categories 
are considered separately. Almost 60 per cent of all collective farm 
arable land was owned by the 20 per cent of all kolkhozy having 
1,000 hectares or more (roughly over 2,500 acres). The smallest 
30 per cent of all collective farms had less than 6 per cent of all 
arable land. In 1940 about 72,000 collectives were in this smallest 
group, having no more than 200 hectares (under 500 acres) of 
arable land each. They were concentrated mainly in the central, 
northwestern, and northern regions of the USSR. Half of them were 
not served by Machine Tractor Stations and their equipment. 

'The Communist Party and Soviet government moved against small 
farms in early 1950, instituting a national campaign to combine 
them into larger units having thousands rather than hundreds of 
acres. Great pressure must have been placed upon collective farm- 
ers to decide "voluntarily" to amalgamate their farms with neigh- 
boring ones, for the pace was swift. In Moscow Province, there 
were 6,069 kolkhozy at the beginning of 1950. By June 20, 1950, 
these had been amalgamated into 1,668, fewer than one third the 
original number." In Leningrad Province the number of farms was 
reduced from over 2,000 at the beginning of 1950 to 600 four months 
later. The number of collectives in Novgorod Province fell from 
8,653 to 792. In Belorussia, a progress report revealed, 9,782 collec- 
tive farms had been combined into 3,480, though the task of unifica- 
tion had not been completed at the tíme of the report. The enlarged 
Belorussian farms averaged over 1,000 hectares of plowland each, 
three times the average of the farms from which they had been 
formed.!? The initial impact of this drive at the beginning of 1950 
was felt in the Moscow-Leningrad area, where farms tended to be 
smaller than elsewhere, but by late spring and summer the drive 
had obviously become national in scope. Not until this campaign 
was well under way was it publicly revealed that it had been in- 
itiated by a government decision ordering amalgamation of small 
farms in provinces, territories, and republics having a significant 
number of them.!? 


17 Ibid., June 28, 1950. An indication of how pressure for farm unification 
was exerted in Moscow Province is given in Bolshevik, No. 12 (1950), p. 49. 

18 Leningradskaya Pravda, April 23, 1950, and August 10, 1950. Komsomol- 
skaya Pravda, August 4, 1950. 

19 Pravda, June 18, 1950. 
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The nominal reasons behind the 1950 campaign to enlarge col- 
lective farms were stated to be the following. Large farms use re- 
sources more efficiently than small farms, particularly because 
mechanized equipment can be employed more economically on 
them. Farms of several thousand acres and several hundred families 
can economically construct and utilize barns, warehouses, and other 
productive or communal structures that are beyond the financial 
capacities or effective use of small farms. Relatively, administrative 
expenses of large farms are lower than those of small farms. Gov- 
ernment propaganda stressed statistics comparing highly productive 
and highly profitable large collectives with relatively unprofitable 
and rather unproductive small kolkhozy. It revealed that many small 
farms had more labor than they could use, while others had too few 
workers. By merging collective farms, large numbers of chairmen, 
bookkeepers, and other administrative officials could be released for 
field work or for transfer from agriculture, it was argued. Large 
collective farms could easily engage in efficient specialization re- 
quiring large amounts of capital. Some of these arguments are un- 
doubtedly correct up to a point, but the propaganda involved 
strikingly ignored the real problems of the economics of the scale 
of agricultural enterprises and failed to suggest that there might be 
some optimum large size beyond which diseconomies outweighed 
economies. Politburo member N. S. Khrushchev, who spearheaded 
this campaign, admitted publicly that cases could be found where 
small collectives had done well and large ones had done poorly. 
Instead of trying to analyze the factors behind these "exceptions," 
however, he dismissed them, saying that they had no great sig- 
nificance.?9 

At seems likely that an important supplement.to the stated reasons 
for this major reform was the fact that it permitted strengthening 
Communist Party and government control of the collective farms. 
In part this resulted from the substantial reduction in the number 
of collective farms achieved by the reform. Moreover, press reports 
indicated that in territories affected by this campaign the percentage 
of farms having Communist Party units increased sharply. Where 


20 Moskovskaya Pravda, April 25, 1950. An abridged version of Khrushchev's 
speech, omitting some significant points, appeared in Pravda the same day and 
is available in English translation in the Current Digest of the Soviet Press, 
June 10, 1950, pp. 3-8. 
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Communist Party members had formerly been scattered in small 
numbers on many small farms, the effect of the reform was to create 
large farms having enough members to form an effective working 
unit. 

In_early..1950, too, the same trend toward enlarging the size. of 
basic agricultural work units showed itself in a change in the gov- 
ernment attitude toward internal collective.farm labor organization. 
In the post-war period until then, government policy had clearly 
favored the development of the small zveno, or link, work teams, in 
the effort to link each worker's reward as closely as possible to his 
own production. Working in small groups whose work-day credits 
were raised or decreased percentagewise in proportion to their 
overfulfillment or underfulfillment of the production plan, collective 
farmers belonging to links approximated most closely the individual 
piece-work wage system used in most of Soviet industry. This type 
of government encouragement, plus the great shortage of farm ma- 
chinery on Soviet farms during and immediately after World War 
II, led apparently to widespread superseding of the large-brigade 
system of organization by the smaller link teams, the latter often 
being assigned to no more than 10 to 25 acres. 

This government policy was dramatically reversed in February 
1950 with the publication in Pravda of an article attacking Politburo 
member A. A. Andreyev for supporting the use of links rather than 
brigades. Though the article cited Kursk Province only, to show 
the allegedly evil effects of the link system, later material in Soviet 
newspapers indicated that this was a national phenomenon. Pravda 
argued that small work teams were completely unsuitable for large- 
scale mechanized agriculture, particularly in grain production, by 
far the most important area of Soviet farming. It accused Communist 
Party and government officials who had fostered the system of or- 
ganization by links of having an anti-machine attitude and of being 
complacent toward the resulting idleness of equipment that accom- 
panied the division of farms into zveno plots tended by small groups 
of farmers. In typical Soviet style, the editorial was followed by a 
swift campaign over the country to break up the links as the basic 
unit and to reinstate large-scale brigades of 50 to 100 or more work- 
ers, with their own equipment and large plots of land, as the primary 
form of collective farm labor organization. In the ensuing reaction, 
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collective farmers were for the first time permitted to complain that 
local authorities had forced the link system on them against their 
will?! The link system was apparently retained for some industrial 
crops. 

Study of the Pravda editorial and the subsequent reaction to it 
suggests that there was another reason beside that cited for the 
.sudden and.dramatic shift in farm labor organization policy. In 
Kursk. Provinee;-for-example, complaints were voiced that the link 
system had led to increases in private incomes from collective 
work? The link system clearly tended to divide a collective farm 
in effect into a number of small farms, each worked by a few in- 
dividuals, whose incomes were basically determined by the output 
from the small acreage they cultivated. This must have often 
seemed to the peasantry as a masked revival of the old private farm- 
ing for profit. With few or no machines to aid them, their technique 
of cultivation during and immediately after World War II must have 
deteriorated to the old peasant standard, except that far fewer horses 
were available on farms in the 1940's than in the 1920's. 

The progress of the amalgamation drive after 1950 can be traced 
as follows. From 254,000 collectives at the beginning of 1950, the 
number was reduced to 123,000 by early 1951, to 97,000 by October 
1952, and to 94,000 by September 1953. This drastic reduction 
makes it plain that not only small collectives, but also medium and 
even large ones were unified into what may be termed “supercol- 
lectives.” Khrushchev revealed in late 1953 that as a result of this 
consolidation the average amount of arable land per collective farm 
had risen from about 1,500 acres to about 4,200 acres (in original 
units, from 589 hectares to 1,693). 

Such a radical change vastly complicated the administrative prob- 
lems of collective farms, for these now became much larger enter- 
prises, each employing many more people and far more land than 
originally. Moreover, the typical "supercollective" consists of several 
villages usually miles apart, so that coordination is difficult, es- 
pecially in view of the lack of telephones and the scarcity of motor 
transport on many farms. The problem of finding adequate trained 


21 Pravda, February 19 and March 22, 1950; Sotsialisticheskoye Zemledeliye, 
March 29, 1950; Sotsialisticheskoye Selskoye Khozyaistoo, No. 4 (1950), pp. 
3-14. 

22 Pravda, March 22, 1950. 
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personnel to handle these giant farms was recognized from the be- 
ginning when a campaign was launched to replace working farmers 
serving as collective-farm chairmen with farm technicians who were 
supposed to be brought in from the outside. The failure of this 
campaign, three years after it had begun, may be gauged from 
Khrushchev's statement that only 16,600 collective farms had chair- 
men with university or secondary specialized education. "On most 
collective farms," he said, "the chairmen are people with elementary 
education." By the end of 1953, certainly, there was little indica- 
tion that this drastic reorganization had brought about any corre- 
sponding great improvement in Soviet agriculture. On the contrary, 
the poor condition of Soviet agriculture, as described in Khrush- 
chev's September 1953 and February 1954 speeches, seemed to 
suggest the amalgamation campaign had dismally failed to achieve 
the results hoped for. 

An even more radical change had originally been proposed by 
Khrushchev in early 1950 at the same time as he initiated the 
amalgamation program. This was the formation .of "agro-gorods," 
or farm-cities of around 5,000 people each. | These, he urged, could 
be formed by moving the houses of farmers living in the scattered 
villages of each "supercollective" to a central point. This, he be- 
lieved, would make for greater efficiency and flexibility in the use 
of labor, as well as permit the provision of more urban amenities 
for the population of each large agro-gorod. He urged that atten- 
tion be given to building small apartment houses in such larger 
towns to replace the small traditional peasants' huts. And perhaps 
most sensitive of all, he spoke of moving the farmers’ small private 
gardens from their individual backyards into a large common area 
apart from the farmers’ dwellings, a change making the farmers’ 
evasion of collective work in favor of work on his private plot more 
easily detectable by local authorities. 

These suggestions were advanced during 1950 and early 1951, but 
apparently aroused enough peasant resistance to have them swiftly 
repudiated by the party high command. At the Nineteenth Com- 
munist Party Congress in October 1952, Malenkov dealt with these 
proposals in a critical fashion: ?? 


23 Pravda, October 6, 1952. 
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. it should be noted that certain of our leading officials have 
employed an incorrect approach, a consumer-oriented approach, 
to questions of collective farm development, particularly as related 
to the consolidation of small collective farms. They proposed forc- 
ing the pace of mass integration of villages into large farm settle- 
ments, proposing that all the old farm buildings and collective 
farmers’ homes be pulled down and large “collective farm settle- 
ments," "collective farm towns," or "agro-cities" be built in new 
places. They saw this as the most important task in strengthening 
the farms organizationally and economically. These comrades' mis- 
take was in overlooking the collective farms’ primary tasks—the pro- 
duction tasks—and putting first the derivative, consumer tasks of 
organization of everyday living on the farms. . . . The Party acted in 
time to overcome these mistaken trends in the sphere of collective 
farm development. 


Malenkov's use of the phrase "forcing the pace" of forming farm- 
cities seems to imply that while Khrushchev's proposal has been re- 
jected for the time being — it was not mentioned by him in his 
reports of late 1953 and early 1954, either — the basic objective has 
not been discarded, and more may be heard of it in the future. 


Problems of Kolkhoz Operation 


The basic problem in the operation of the collective farm arises 
from the inefficiency of these farms and the low incomes that work 
in the collective fields gives the collective farmers. The low level 
of these earnings is indicated by an estimate prepared by Dr. Naum 
Jasny. This estimate indicates that in the years 1937 and 1938, the 
average payment per work day received by a collective farmer was 
20 cents. This amount includes allowance, not only for the kolkhoz- 
nik's money income, but also for the value of income in kind received 
for his work in the collective fields.?! The same writer describes the 
collective farmer's return also in these terms: 

In the last prewar years his daily reward averaged roughly six pounds 
of grain, a few pounds of potatoes and vegetables, and a little forage 
(mostly straw), and the equivalent of about one kilogram of coarse 
bread or half a kilogram of white bread in money. By 1946 it had 
dropped to possibly half this.?5 


?4 Naum Jasny, "The Plight of the Collective Farms," Journal of Farm Eco- 
nomics, May 1948, p. 315. 

?5 Naum Jasny, The Socialized Agriculture of the USSR, p. 37. One kilogram 
is approximately 2.2 pounds. 
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The reasons for these law incomes are many. and varied: the low 
yields generally received in Russian agriculture; the significant per- 
centages of crop and livestock praduction taken by the government 
at very low prices; and so on. 

The results of these low incomes are these. First, most collective 
farmers are forced to o work their individual dual garden plots. intensively 
in_order_to.meet even the minimum needs of themselves and their 
families. Second, because any excess ; production from from the. garden 
plots and from om the , privately owned lis livestock of the collective farmer 
can usually ‘be sold on the open market at relatively high pri igh prices, a 
great incentive is created for the farmer to neglect his duties on the 
collective land in favor of work on the small plot and the few live- 
stock permitted him under the kolkhoz charter. Third, as Khru- 
shchev said in September 1953, “if work in the communal economy 
does not give the collective farmer th the necessary income for his work 


infringed, then the collective farmer eas r easily find finds another area for 
the application of his labor. He leaves for the city, for factory pro- 
duction. Here are the causes for the reduction in the personal 
economies of the collective farmers and the drift of the rural popula- 
tion from the backward collective farms." 

By 1939 the practice of doing little or no work for the collective 
farms had become so widespread that the Soviet government felt it 
necessary to end the pretense of universal voluntary participation in 
the kolkhoz. It issued a decree instituting an annual obligatory 
minimum number of work days on collective farm crops or livestock 
that must be earned by all members. The minima were raised in 
1942 to between 100 and 150 work days annually, the number de- 
pending upon the region. The 1942 order established a required 
minimum of 50 work days for collective farm youngsters 12 to 16 
years old. The same decree required that kolkhozniki must work at 
least a minimum number of days during each season of the year. 
The latter provision aims at preventing evasion of the objective of 
the act through concentration of all compulsory work time in one 
season, leaving the farmer free to work his own acres the rest of the 
year. A collective farmer who fails to work the required minimum 
time for the kolkhoz must be punished under the law by being forced 
to work for six months on his collective. During this period 25 per 
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cent of his earnings are forfeited.2* These provisions have remained 
in effect in the postwar period. 

Dr. Naum Jasny has attempted the most detailed calculation of the 
relative returns to a collective farmer between work on the collective 
fields and work on his own small plot. He concludes, for the late 
1930's: ". . . the income of the kolkhozniki from work on his own 
farm enterprises returned 125-130 kopeks per day. This is... about 
two-and-one-fourth times as much as their total receipts per work 
day from their kolkhozy.” ? 

The relatively low returns from work on the collective farm fields 
explain many defects in collective farm operation that are frequently 
denounced in the Soviet press. Thus many farmers apparently seek 
to make money by evading or violating collective farm rules. Prod- 
ucts owned by the kolkhoz are often not sold on the free market for 
the farm’s account, but are sold instead to collective farmers at ex- 
tremely low prices. The farmers then sell these products for much 
higher prices in the free market and pocket the profit. In both 1939 
and after World War II, investigation by the Soviet government re- 
vealed that hundreds of thousands of farmers were illegally cultivat- 
ing larger plots of garden land than permitted them by the kolkhoz 
charter. In each individual case, the amount of excess land cul- 
tivated privately was small, but in the aggregate appreciable amounts 
of land were involved. The techniques used to evade regulations 
were thus described in a 1939 state decree: 

The diversion and dissipation of the collectively held fields of collec- 
tive farms for the benefit of the individual farming of the members 
includes various kinds of unlawful additions to house-and-garden 
plots which increase them bevond the size provided for in the Char- 
ter, [such as] where a household fraudulently obtains an additional 
house-and-garden plot for members of the family who pretend to be 
separated. . . . In a number of collective farms the practice is in 
reality to transform the house-and-garden plot into a private prop- 
erty of the household. . . . There is a large number of pretended 
collective farmers who either do not work at all in the collective 
farms or do only sham work and spend most of their time on their 
own personal farming . . . [which] results in an artificial shortage 


of labor on the collective farms although in reality there is a surplus 
of labor in the majority of regions of the USSR.28 


26 Gsovski, op. cit., Vol. 2, pp. 484-86. 

21 Jasny, The Socialized Agriculture of the USSR, p. 699. 

28 From the May 27, 1939 decree of the Central Committee of the Communist 
Party and the Council of People's Commissars. 


THE ORGANIZATION OF AGRICULTURE 317 


Many similar violations of the collective-farm charter were found 
in a national checkup during 1952. In South Kazakhstan Province, 
for example, 10,000 cases of illegal seizures of land totalling about 
6,500 acres were found, while in only six counties of this province 
2,000 farmers did not work the required minimum number of days 
in the collective fields. In Uzbekistan numerous violations were 
found, with frequent cases of action by local officials to protect 
violators. These same officials themselves often showed a penchant 
for taking farm produce for nothing. Some collective farms in this 
area, it was reported, distributed farm income without taking ac- 
count of work days earned by different farmers. In 1951 in the 
Altay Province of Siberia, 65,000 acres of collective-farm land were 
found to have been stolen. The head of the Azerbaidzhan party 
organization denounced numerous "pseudo-kolkhozniki and idlers" 
and complained that large numbers of farmers tried to avoid work 
in the cotton harvest. Similar examples could be multiplied by re- 
ports from other Soviet areas.?? 

Not all Soviet collective farms are poverty-stricken, of course, 
and there is great variation of income and wealth among them. One 
Soviet report cites a farm in Uzbekistan which had a monetary in- 
come of almost 9,000,000 rubles in 1947, pointing out that in the 
same year many farms in Omsk Province received less than 25,000 
rubles.3° In his September 1953 speech Khrushchev compared two 
farms of roughly equal area in the same county of Kostroma Prov- 
ince. One of them had a monetary income in 1952 of 2,109,000 
rubles, or 2,113 rubles per hectare of land. The other's income was 
only 151,000 rubles, or 167 rubles per hectare. 

Differences in size partly account for differences in collective farm 
income — the result of the amalgamation program of 1950 was, of 
course, automatically to increase the number of “millionaire” col- 
lective farms because of this factor alone — but other important 
factors include differences in quality of soil, in quality of work by the 
kolkhozniki, and in the kinds of crop and livestock products pro- 
duced, since sharply different price levels are paid by the govern- 
ment for different types of produce. 

Seeking to justify an increased government price for livestock 

20 The cases cited are from Kazakhstanskaya Pravda, December 23, 1952; 
Pravda Vostoka, September 14, 1952; Sotsialisticheskoye Zemledeliye, May 29, 


1951; and Bakinsky Rabochi, September 24, 1952. 
30 Sotsialisticheskoye Selskoye Khozyaistvo, April 1949, pp. 26-29. 
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products, Khrushchev in September 1953 gave this comparison of 
returns to collective farms from government procurements and 
purchases. The data are in terms of rubles per work day devoted to 
a particular activity: 


Activity Rubles per Work Day 
Cotton—Central Asia... ......- 17-36 

Sugar beets—Ukraine ..........- 12 
Industrial crops—USSR ......... 18 
Grain—North Caucasus. .......-- 8-14 
Livestock—USSR .............. 5 
Livestock—Ukraine .......... 4 


The differences are obviously marked. In reality they are probably 
even greater than Khrushchev indicated, for he did not give a 
figure for work on grain in the country as a whole. His figure on 
grain in the North Caucasus refers to a highly mechanized area 
where favorable soil conditions permit unusually high yields. It 
may be surmised that his reticence is probably based on the fact 
that the corresponding national grain ruble figure would have been 
even lower than the lowest figure shown above. Grain, of course, 
is the dominant crop in the Soviet Union. Its culture occupies many 
more people and much more land than any competitive farm ac- 
tivity. 

The variation in the incomes of collective farmers is probably 
even greater than the variation of collective farm incomes. At least 
four factors determine the kolkhozniki’s returns: the number of 
work days they earn each year, the value of the work day on their 
collective farm, the amount of production they can secure from their 
own garden plots, and the opportunities they have of selling their 
own production — plus part of their incomes in kind from the col- 
lective farm — at high prices. In addition some collective farmers 
work part time at lumbering, fishing, and other nonfarm jobs to 
augment their incomes. 

Data are lacking on many of these points, but some information 
is available. In 1937 over 20 per cent of all collective farmers earned 
50 or fewer workdays, while the highest 20 per cent earned over 
300 work days.?! The great variation of the value of a work day on 


3! Volin, op. cit., p. 152. 
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different farms is clearly indicated by the data above on the variation 
of incomes received by different kolkhozy. Few figures are available 
on the amount of production in the private enterprises of kolkhoz- 
niki, but these perhaps tend to counteract the inequality suggested 
by the factors cited earlier, since some of the collective farmers who 
earn few work days more than make up for this by intensive cultiva- 
tion of their private plots. High prices prevailing on urban free 
markets provide substantial additional income for those able to sell 
their produce in these markets. Colle-tive farms and farmers nearest 
to large cities are in the most favorable positions, but many kolkhozy 
are very distant from such lucrative markets and must accept far 
lower prices for their surplus production. 

In 1939 the average money income of a collective farmer from 
sources other than the collective farm, that is, primarily earnings 
from sales of the farmer's own produce, was only 1,132 rubles. The 
lowest 20 per cent of kolkhozniki averaged 488 rubles that year, 
while the top .2 of 1 per cent averaged 4,882 rubles, about ten times 
as much as the lowest group. The actions taken by the Soviet govern- 
ment in 1939 to discourage private farming by these peasants were 
felt most fully the next year, with the result that the corresponding 
1940 money incomes were appreciably lower. This is indicated by 
the following percentage distribution of collective farmers’ money 
incomes from noncollective farm sources in 1939 and 1940.32 


Income Group 1939 1940 
RUBLES % 
0-700 29.1 
701-1,000 23.0 
1,001-2,000 44.7 
2,001-8,000 2.8 
3,001-4,000 ; 3 
4,001 and over ...... 2 A 


The data cited above suggest that while the great mass of collec- 
tive farmers are very poor, a small fraction of them do have relatively 
high incomes — from either their collective farm work or their pri- 
vate enterprises or both. This is confirmed by isolated reports in 
the Soviet press of some collective farmers’ buying automobiles, 


32 Data from A. K. Suchkov, ed., Dokhody Gosudarstvennogo Byudzheta 
SSSR, pp. 189-48. Moscow: Gosfinizdat, 1945. 
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motorcycles, and other articles far out of reach of the average 
peasant. 

One recent major study of Soviet agriculture argues that dif- 
ferentiation among the peasantry today is greater than ever: 


In 1927 only 3.9 per cent of all peasant households were classed as 
kulaki (well-to-do). . . . Moreover, the wealth and income of this 
group were considerable only in comparison with the distressing 
poverty of the bulk of the peasantry. In consequence of the thor- 
ough reorganization of agriculture, the percentage of persons in 
agriculture with higher incomes than that of the ordinary peasant 
was greatly increased. 

The former kulaki, actually the more energetic, harder-working 
peasants, are now replaced by the army of chairmen of the Kolkhozy, 
tractor drivers, combine operators, and the like. These workers both 
number and earn relatively more than did the kulaki. The increase 
was particularly large in the number of persons with incomes several 
times that of an ordinary kolkhoz peasant.... The incomes of the 
rank-and-file peasants were below the average by only 3 per cent 
before collectivization and by about 15 per cent around 1938. 33 

The background of collective-farm and farmer poverty sketched 
above enables us to understand why the drift from the collective 
farms assumed such large proportions, particularly after World 
War II and particularly in the case of the better trained and better 
educated farm people who could hope for higher-paying jobs in the 
non-agricultural economy. Those who worked on the collectives 
after World War II were primarily the women, the old, the very 
young, and the men who, because of lack of education or of ambi- 
tion, were content to remain and accept the poor lot that was theirs. 
„It was this shortage of personnel, and, particularly of technically- 
trained and managerially-competent personnel, which.in part caused 
the failures and debacles of Soviet postwar farm policy in such key 
areas as livestock, potataes, vegetables, and flax.. 

What distinguishes the new farm policy announced in September 
1953 from the similar comprehensive program of February 1947. 
is the recognition that the situation can be righted only by making 
agriculture more attractive financially, both to the specialist and 
to the ordinary peasant. As early as the summer of 1953 the onerous 
income tax on the kolkhoznik's private garden production was cut 
roughly in half, and the government made it clear that it would no 
longer tolerate the former practice by local party and government 


88 Jasny, The Socialized Agriculture of the USSR, p. 75. 
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officials of seeking covertly to eliminate these garden plots. This 
was a major and historic concession. The increased prices for live- 
stock, potatoes, and vegetables announced in September 1953 were 
in the same spirit, as was Khrushchev's attack on those local of- 
ficials who sought to reduce the number of livestock owned pri- 
vately by the collective farmers. Khrushchev failed to mention that 
this last attitude had its genesis in official policy going back at least 
to 1939. But whether these and other concessions will suffice per- 
manently to lure technicians back from cities to farms, to stimulate 
farmers to work better on the collective fields, and to stem in part 
the migration to cities remains to be seen. It is conceivable that the 
concessions to farmers’ private property instincts will simply in- 
crease their agitation for further concessions and for further relief 
from the collective-farm shackles. 


“Democracy” on the Kolkhoz 


The collective farm is in theory a democratic association of farm- 
ers governed by elected officers, with ultimate authority for farm 


policy resting in the general meeting of members. There is abundant 
evidence that the reality behind this façade is far different. Much 
material published in the Soviet press, particularly in the fall of 
1946 when the government put special emphasis upon the problem, 
indicated that very frequently collective farm officials were ap- 
pointed or removed arbitrarily by local Communist Party or govern- 
ment officials. Government exposés told of large numbers of farms 
where general membership meetings were not held for long periods, 
or, if held, were confined merely to approving arbitrary decisions 
of farm officials or of party or government officials. In many areas 
during and immediately after World War II, local authorities often 
regarded collective farms as sources of wealth to be looted for 
their own personal benefit, sometimes openly, sometimes in crudely 
veiled fashion. Theft of money, livestock, food, and other property 
was apparently common, while collective farmers were powerless 
to defend their interests against predatory officials. The major cam- 
paign initiated against such practices in September 1946 may well 
have been inspired by government fears regarding the consequences 
of this situation upon farmers’ morale and productive effort." 


34 Pravda, September 20, 1946; Volin, op. cit., p. 155; Jasny, op. cit., pp. 
329-34, 
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To combat these and other abuses the government in the fall of 
1946 created the Council for Collective Farm Affairs, headed by 
Politburo member A. A. Andreyev. This body was to exercise con- 
tinuing supervision of collective-farm operation, to report abuses, 
and to suggest additional legislation required. Concurrently all col- 
lective farms were required to hold general membership meetings 
by February 15, 1947, to elect officials and set policies. These and 
other moves undoubtedly improved matters greatly, but the per- 
sistence of the basic problem was evidenced frequently, even after 
this major effort, in press reports from different parts of the country 
complaining of abuses precisely similar to those exposed in 1946.35 

The abuses complained of by the state and the efforts which the 
latter directed against them must be viewed in proper perspective. 
Mass collectivization was instituted in a totalitarian fashion against 
the wishes of large numbers of those affected; collective farms must 
operate as directed by the government plan regardless of members’ 
wishes; collective farm administrations are expected to follow the 
"suggestions" and "advice" of the Communist Party in operating 
their farms. The collective farm system, in short, is thoroughly 
authoritarian, and the scope of collective farmers’ free choice is 
narrowly restricted. The government's campaign has not been di- 
rected toward altering these basic characteristics. Rather, it has 
sought to end corruption that robbed farms without enriching the 
state, and it has sought to eliminate the most flagrant and crude 
types of intervention by party and government officials in collective 
farm life. The state has chastised local party units that have ar- 
bitrarily named collective-farm chairmen, for example, but collec- 
tive farmers have no right in any case to elect chairmen who will 
actively combat the party and press for farm independence against 
state orders. Put most simply, the government campaign against 
undemocratic practices on collective farms has aimed at putting a 
velvet glove on the iron fist of party control. The brusque rapidity 
of the twin organizational revolutions in 1950 — one suddenly amal- 
gamating thousands of collective farms and the other drastically 
changing the internal labor organizations of tens of thousands of 
collectives — are eloquent evidence of how undemocratic tbe Soviet 
idea of farm "democracy" is in practice. 


36 Cf. the typical complaints in Pravda, March 27 and May 11, 1950; Izvestia, 
April 28 and May 6, 1950; Pravda Ukrainy, March 21, 1950. 
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The Machine Tractor Station — 


Y 


The Machine Tractor Station works closely in conjunction with 
the collective farm in producing most Russian agricultural output. 
These stations own most of the tractors, combines, and other com- 
plex agricultural machinery used in the Soviet Union. The use of 
these machines on the collective farm is governed by the terms of a 
contract signed between the kolkhoz and the MTS. These contracts 
provide for the types of work to be done by the machinery, the time 
at which each operation is to be performed, qualitative indexes to be 
maintained, and, not least important, the payment to be made for 
rental of the machinery. This payment, as noted above, is a share of 
the crop, the precise percentage being determined by government 
decree. In 1940, 7,069 Machine Tractor Stations served 200,000 
collective farms, their machines working 110,700,000 hectares of 
sown land, or 94 per cent of the 117,600,000 hectares sown that year 
by all collective farms. 

In part, the reason for the existence of these Machine Tractor 
Stations is purely technological, that is, the machinery they own can 
be used advantageously to cultivate several collective farms. It is 
therefore more economical to have a central point from which these 
machines can be dispatched to their areas of work. At this central 
point, moreover, can be maintained the workshops and the tech- 
nicians required to keep this machinery in good operating condition. 

The Machine Tractor Stations are owned and operated by the 
state. Historically, they have been concerned primarily with provid- 
ing machinery for crop cultivation and harvesting. In the postwar 
period some special stations emphasizing provision of machinery 
for haying and other activities related to livestock work (MZhS) 
have been set up, as well as some experimental Electric Machine 
Tractor Stations working with electric-driven tractors. 

In late 1958, each of the 8,950 MTS served on the average 
between ten and eleven kolkhozy, a far cry from the 30 kolkhozy 
served on the average at the beginning of 1950, that is, before the 
amalgamation movement. The latter reorganization certainly made 
the great bulk of collective farms large enough to use modern 
farm machinery economically and thus tended to remove one of the 
original reasons for putting these machines on the MTS rather 
than directly on the farm. In early 1952 two Soviet economists dared 
to suggest to Stalin that the state should sell the MTS machinery 
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and equipment to the collective farms. Stalin's answer was a furious 
rejection. He argued that the collective farms could not afford such 
expensive equipment, ignoring the fact that much smaller private 
farms in the non-Soviet world have much expensive equipment. 
But his more basic reason was hinted at when he pointed out that 
if the farms did own the equipment they would be in a privileged 
position, since virtually all other productive equipment in the 
country is owned by the state. Yet it seems significant that thirty- 
five years after the Bolshevik Revolution politically faithful com- 
munist economists should propose a measure which, as Stalin saw, 
would tend to strengthen the non-governmental area of the economy 
and increase rather than reduce the influence of market forces in 
the planned economy.: 

Basic. also is the fact that the MTS provide the Soviet state with 
a major instrument for controlling the-collectives. This control is 
exercised in a number of ways. First, any attempt by the kolkhoz 
to deviate from its plan can be easily observed and checked by the 
MTS officials who supervise the plowing, sowing, cultivation, and 
finally the harvesting for the great majority of collective farms in 
the Soviet Union. Secondly, the government, of course, wishes to 
make sure above all else that it receives its share of the crop first. 
Since the Machine Tractor Station's harvesting machines gather 
much of the collective farm crop, the government has an accurate 
check on how much has been harvested and is available for delivery. 

During much of the 1930's and the 1940's, large numbers of MTS 
personnel were government political supervisors in rural districts. 
In the middle 1930's this task of supervision was performed by the 
so-called political division of the Machine Tractor Station, staffed 
primarily by loyal urban communists sent to the countryside for 
that purpose. After World War II, this function was performed 
by the so-called deputy director of the Machine Tractor Station 
for the political section, a functionary perhaps best compared to 
the political commissars who have from time to time been attached 
to Soviet military units. Political matters in the Soviet Union, Hub- 
bard points out, can be made to cover almost anything. As a result 
these personnel of the Machine Tractor Stations have sometimes 


30 Leo Gruliow, ed., Current Soviet Policies, pp. 18-19. New York: Praeger, 
1953. This debate is part of Stalin's "Economic Problems of Socialism," a full 
translation of which is given in this source. 
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had supreme power in their individual districts, fully able to over- 
ride the decisions and wishes, not only of the collective farm mem- 
bers, but of the collective farm officials and even of local govern- 
ment and party bureaucrats.37 

A decree of the Communist Party's Central Committee in Septem- 
ber 1953 concluded that party control over farm work had been un- 
satisfactory. It abolished the post of MTS deputy director for 
political affairs and set up what appears to be a more stringent 
control mechanism. It ordered that every MTS have assigned to it 
a group of Communist Party workers headed by a secretary of the 
local county party committee. These are to provide the political 
guidance and supervision which the former deputy directors had 
apparently failed to provide adequately. In late 1953 and early 
1954 thousands of urban communists were sent to the countryside 
to provide additional personnel needed for this new control or- 
ganization. 

Until the end of 1953, the MTS were paid in kind for their work 
on the collective farms in accordance with a sliding scale varying 
proportionally with the size of the harvest. Thus in the 1930's, the 
MTS received 10 to 20 per cent of a farm's grain crop, depending 
upon the yield, for using MTS machinery to plow, seed, cultivate, 
and harvest the crop. In September 1953 this method of payment 
was ordered abolished and replaced by a system of fixed rates 
differentiated according to geographic zones, with a bonus to be 
paid for high yields actually gathered and put in the barn. 
Khrushchev justified this change by pointing out that harvest yields 
depended not only on MTS work but also on the quality of seeds, 
amount of fertilizer employed, and the like. To require farms with 
higher yields to pay the MTS more was to penalize them for their 
efforts along other lines, he argued. But it is equally clear that a 
uniform payment system such as has been introduced penalizes 
the farm with low yields, a penalty the government probably 
desires introduced as an incentive.3? 

The many deficiencies of the MTS were described by Khrushchev 
in these biting words: 


many MTS . . . violate the rules of agronomy, prolong the work 
time, till the soil badly, and conduct sowing poorly, which inevitably 


31 Hubbard, The Economics of Soviet Agriculture, p. 157. 
38 Cf. paragraph 79 of the MTS decree in Pravda, October 1, 1953. 


326 THE ORGANIZATION OF AGRICULTURE 


reduces the harvest. Last year more than half the MTS did not ful- 
fill their work plans. More than 20 per cent of the spring and winter 
sowing work was carried out late. Such important work as haying, 
accumulating silage for feed, and plowing of fallow is also done 
badly. Significant losses are permitted in gathering the harvest. 
This occurs because a significant part of the tractors and other ma- 
chines stands idle during the period of field work. Only 34 per cent 
of all tractor drivers fulfilled their shift norms in 1952. .. . 


One of the basic causes of this situation is the MTS’ lack of qualified 
mechanically skilled personne]. The rich and complex equipment of 
the MTS requires able working hands. But this equipment is in 
the hands of seasonal workers assigned by the collective farms 
during the time of field work. The tractor driver is really not sub- 
ordinate to the MTS director. If he wishes, he goes to work; if he 
does not go, it is hard for the director to influence him. Today he 
works on a tractor, but tomorrow he will return to the collective 
farm or leave for industry. . . . Tractor brigades lose 30 to 35 per 
cent of their drivers annually and in many of them the staff of 
equipment operators changes several times a year... . 

It is urgently necessary to change the system of training tractor 
drivers, combine operators, and other large skilled groups. To this 
time these personnel have been trained badly. A fellow takes a 
2-3 month course; they lead him around a tractor several times; 
then the steering wheel is put in his hands—and the tractor driver 
is ready. In the spring this tractor driver somehow drives out to 
the fields, and if the machine stops he sits helplessly by the tractor 
and waits for the mechanic because he does not know what to do. 


Khrushchev described also the general lack of technically trained 
personnel in the MTS, the failure of existing wage rates adequately 
to stimulate the best performances by MTS personnel, and other 
faults of these stations, including their utter lack of equipment for 
properly repairing the complex machinery entrusted to them. On 
the basis of his diagnosis, the decree published October 1, 1953, 
ordered the strengthening of MTS with additional trained personnel, 
provided for increased capital investment in repair equipment and 
garage facilities, and required that much larger permanent staffs 
of equipment operators be maintained by these stations. But the 
MTS are still to continue to recruit workers on specialized machines, 
such as grain combines and cotton pickers, from seasonal workers 
provided by the collective farms.*? 

A report by the Minister of Agriculture, appearing January 26, 


39 Ibid., passim. 
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1954, in Izvestia, indicated that some — but far from enough — 
progress had been achieved since September 1953 toward remedy- 
ing the MTS weaknesses described above. A total of 10,813 engi- 
neers, 10,601 technicians, and 104,644 agronomists and livestock 
technicians had been transferred to the MTS, many of them from 
urban occupations. This had permitted gains in raising the educa- 
tional levels of the officials running these installations. He reported 
that as of the time he spoke 39 per cent of MTS directors and 73 
per cent of their chief engineers had higher education, as against 
22 per cent of the directors and 14 per cent of the chief engineers 
who had had higher education when the drive was initiated. The 
official Soviet economic report for 1953 revealed that at the end 
of that year the total number of permanent MTS workers was 
1,400,000 greater than it had been a year earlier, a change reflecting 
the earlier-announced new policy of attaching permanently to MTS 
staffs far more of their key workers than had previously been 
customary. 


State Farms 


A state farm, or sovkhoz,.is entirely the property of the Soviet 
government, which operates it with hired labor directed by man- 
agers responsible to the government. ministry having control.of the 
particular farm. These farms are literally "factories in the field," 
being operated in the same spirit and with as close adherence to the 
government plans — subject to the vagaries of climatic conditions — 
as any urban factory in the Soviet Union. Like the collective farms, 
the sovkhozy are usually large by American standards — frequently 
exceeding 5,000 acres in size. 

Administrative direction of the state farms has varied from time 
to time. In late 1953 over 2,000 of them were under the control of 
the Ministry of State Farms, and most of the rest were under the 
direction of the Ministry of Food Industry or the Ministry of Foreign 
Trade. Some other Soviet ministries also had a few such farms 
under their control.*9 

In 1938, there were almost 4,000 state farms with 12,400,000 
hectares under cultivation, roughly 10 per cent of all the sown area 
40 A good description of the development of the state farms during the 1920's 


and 1930's is given in Wolf Ladejinsky "Soviet State Farms," Political Science 
Quarterly, March and June 1938, pp. 60-82 and 207-32. 


328 THE ORGANIZATION OF AGRICULTURE 


in the USSR. The total acreage of the more than 4,700 state farms 
existing in late 1953 has not been disclosed, but some notion of 
these farms’ importance can be gauged from the fact that it was 
planned that these farms would provide the state in 1954 with about 
15 per cent of all meat, 14 per cent of all milk, and about 16 per 
cent of all wool procured or purchased by the government. State 
farms are also important in the production of grain, sugar beets, 
cotton, vegetables, and other products. 

Over much of Soviet history the state farms have been particularly 
favored by the regime. Very large amounts have been invested in 
them, and during the early 1930's they were receiving tractors and 
other farm machinery more adequately than the collective farms; 
by the end of that decade virtually all basic crop operations capable 
of being done by machinery were being so performed. All this 
equipment belonged to each state farm on which it was used, and 
the sovkhozy were not dependent on Machine Tractor Stations. 

As owner and operator of the farms, of course, the government 
receives all their net production, so that a very high percentage of 
their output goes to the state. In the late 1930's, for example, over 
75 per cent of the grain production on state farms specializing in 
this crop went to the state,*? as against the one third of the collective 
farm crop taken over by the government. On the other hand, the 
government naturally had to meet all expenses of state farm pro- 
duction, including wages, so that by no means all the production 
delivered to it represented net gain. 

If agriculture were operated as is industry, almost all agricultural 
production would be conducted by state farms rather than pre- 
dominantly by collective farms, as is actually the case. At various 
times the Soviet government and important figures in it have con- 
sidered the possibility of making the state farm the dominant or 
exclusive production unit in agriculture, but the history of these 
farms has not been so bright as to encourage the implementation 
of this policy. 

State farms have gone through several quite different stages of 
development. During the first decade of the Soviet regime, these 


51 Pravda, November 17, 1953, gives 1954 planned state farm deliveries as 
654,000 tons of meat, almost 2,000,000 tons of milk, and 38,000 tons of wool. 
Total planned procurement give in paragraph 18 of livestock products decree in 
Pravda, September 26, 1958. 

42 Bolshevik, No. 5 (1947), pp. 23-24. 
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farms were organized primarily on the basis of large estates that 
had previously belonged to private, church, or state owners. These 
were usually very specialized — like, for example, the sugar-beet 
state farms — and were intended, in part, to act as model farms for 
the education of the surrounding peasantry. During this decade 
many of these farms worked at a loss, and during the middle 1920's 
their area was considerably reduced. 

The second major period of their development stretches roughly 
from 1928 to the early 1930's. This period began when the Soviet 
government experienced extreme difficulty in making necessary 
grain collections from the individual peasants. In a speech in 1928 
Stalin proposed, not only that collectivization be extended much 
more widely than it had yet been, but also that large numbers of 
huge state farms be formed in order to increase the amount of grain 
produced for the government itself. Between 1998 and 1932 the 
number of state farms increased from 1,400 to 4,387, while the sown 
area of these farms rose from 1,700,000 hectares to 13,400,000 hec- 
tares. 

The high hopes held by those who had sponsored this rapid ex- 
pansion were not fulfilled, however, for while production on the 
farms increased sharply as the result of the rise in their numbers 
and acreage, the gains to the state in terms of delivered grain were 
not nearly so great as had been hoped for. It was found, moreover, 
that production on the state farms was extremely expensive. Large 
numbers of them operated at substantial losses. These difficulties 
arose because they were often far too large for efficient management, 
and too specialized to permit balanced agricultural technique to 
be applied. Many of them had been established in relatively un- 
populated areas with inadequate labor available, and where there 
were also difficulties because of the lack of water supply. For these 
and other reasons, a policy change took place. In the middle 1930's 
the size of many state farms was reduced drastically. A large num- 
ber of the most unprofitable ones were liquidated, and their land 
and property in many cases transferred to collective farms. By 1938 
the number of state farms had dropped below 4,000, and the sown 
area was 1,000,000 hectares less than in 1932. After the annexation 
of Eastern Poland and other western areas after 1938, however, 
state farms were formed there. 

Since the late 1930's, an effort has been made to operate the state 


330 THE ORGANIZATION OF AGRICULTURE 


farms along more nearly conventional lines, to diversify their opera- 
tions and to make a profit with them. The war dealt them a serious 
blow, however, reducing their supply of machinery, their sown area, 
and their livestock herds. In early 1947 A. A. Andreyev criticized 
the state farms sharply in his report to the Central Committee of 
the Communist Party. He castigated the one-sided character of 
many of them and their over-specialization, and reported that a high 
labor turnover rate continued to plague them and to reduce their 
efficiency. To remedy the latter difficulty, the government an- 
nounced that each worker on a state farm would be permitted to 
have one-half hectare of ground for a garden plot that he might 
cultivate himself. Government credit was made available at low 
interest to finance building a home.!? Andreyev's report and the 
subsequent resolution of the government ordered that first priority 
be given to increasing the livestock holdings of the grain and other 
crop-raising state farms. The expansion of crop-raising activities 
on those state farms that had hitherto specialized in the raising of 
livestock was also ordered. 

Two years later, official decrees of the Soviet government indi- 
cated that not all the difficulties enumerated in 1947 had been 
solved, revealing that the work of making the farms better-rounded 
enterprises was not going so well as desired. In early 1949, it was 
ordered that most of the livestock state farms belonging to the 
Ministry of Meat and Milk Industry be transferred to the Ministry 
of State Farms, in order to improve the administrative direction of 
these enterprises. The Minister of State Farms, N. A. Skvortsov, re- 
ported in both 1949 and 1950 that many state farms contínued to 
operate poorly and unprofitably, although he was able to report 
successes in over-all crop and livestock output, made possible by 
the priority given these farms in the receipt of farm machinery of 
all kinds.” 

Published reports in the second half of 1953 indicated that the 
state farms still had many serious deficiencies. Khrushchev com- 
plained of their high production costs for grain, meat, milk, and 
other products. Results on different farms, he indicated, vary con- 
siderably with the variation in the quality of managerial personnel. 


43 Pravda, February 28 and March 7, 1947. 
44 Izvestia, March 18, 1949, and Pravda, June 19, 1950. 
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He pointed out that 31 per cent of the heads of farms under the 
Ministry of State Farms lacked even secondary specialized farm 
training, while 93 per cent of the subordinate specialized personnel 
had no specialized training at all. A later review of the state farms 
in Pravda complained of the poor use of state farm machinery, with 
tractors idle 30—40 per cent of the time in some areas. The article 
indicated that state managers often tend to use resources carelessly, 
feeling confident that state subsidies for their losses will always be 
forthcoming.” 

The organization of labor on state farms somewhat resembles 
that on collective farms, that is, the work to be done is distributed 
among several brigades, each of which is headed by a brigadier or 
foreman. Payment of labor on the state farms, however, is on the 
basis of straight piece-work wages, with the hectare the basic unit 
of crop-work measurement. As has been true in other areas of Soviet 
wage policy, the trend has been increasingly toward adjusting the 
wages and earnings of state farm workers so that they reflect to the 
maximum extent possible the variation between high and low pro- 
ductivity. Workers who get the best harvests and the most produc- 
tion from their livestock have the highest incomes, and conversely. 

The labor problem on the state farms has been a serious one. It 
has been one of the chief factors forcing a change to diversified 
farming. On the specialized state farms producing, say, grain or 
sugar beets, specialization has resulted in a labor demand curve 
having sharp peaks at certain times during the year. To satisfy the 
requirements imposed by this curve, the Soviet government has had 
to provide large numbers of temporary laborers for the period of 
peak need. On the other hand, since the number of permanent 
workers cannot be adjusted simply to the minimum needed during 
the farm year, there has been much idleness among workers on 
these farms during the wintertime, although these workers were 
still paid by the government. A more diversified pattern of crop 
and livestock enterprises on one farm helps to iron out the peaks 
and troughs of labor demand and thus to eliminate or at least sub- 
stantially ease this problem of labor force. During much of the 
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1930's the labor force employed on state farms aggregated about 
one and a half million. 

It seems likely that poor living conditions on state farms have 
tended to make for high labor turnover, and consequently for 
lowered efficiency. A government decree in late 1953 ordered the 
Ministry of State to carry on a large construction program during 
1954-56 in order to build housing, schools, hospitals, nurseries, and 
similar facilities “for keeping cadres on the state farms." 16 

Great persistence has been shown by the Soviet government in 
maintaining the state farms despite the unsatisfactory experience 
it has had with them. To some extent, perhaps, this persistence is 
explained by their usefulness as demonstration farms and as ex- 
perimental units. But a more fundamental consideration seems in- 
volved too. The stated Soviet objective is to put rural life on a 
parity with that in the cities. Clearly the nominally cooperative 
character of collective farms is sharply at variance with the em- 
ployer-employee relationships of urban branches of the economy. 
The state farms, therefore, may well represent the ultimate universal 
pattern planned for all Soviet agriculture. 

A new stage of state farm policy appears to have begun in early 
1954 with the announcement of government plans to form many 
new state farms in Kazakhstan and other areas in which it was 
planned to expand grain acreage by over 30,000,000 acres through 
the sowing of virgin and fallow lands. Though part of this in- 
creased acreage was to be obtained on collective-farm land, the 
bulk was apparently in government land reserves, which were to be 
formed into state farms staffed by 100,000 young people recruited 
in cities and farms in European Russia. It seems obvious that this 
new move resembles closely — and probably has disadvantages 
similar to — the steps taken during 1928-32 when, as pointed out 
above, large numbers of new state farms were formed to produce 
grain in similarly distant areas. Whether this reversion to the policy 
that had proved a failure two decades earlier will have any greater 
success in the 1950's remains to be seen. During the first half of 
1954 alone, 124 new state farms, with over 6,000,000 acres of arable 
land, were set up in the new farm areas.** 


36 Ibid., September 26, 1953. 
47 Pravda, June 27, 1954. 
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Peasant Farms 


By the beginning of 1938 the number of uncollectivized individual 
peasant farms in the USSR had been reduced to 1,300,000. These 
constituted only 6.5 per cent of all peasant households at that time, 
and they cultivated under 2,500,000 acres of crop land, an amount 
less than 1 per cent of the Soviet total. But the government found 
the number and "wealth" of these remaining nonconformists still 
too high for its comfort, and acted against them in both 1938 and 
1939. In the former year, very heavy taxes were levied on horses 
owned by such peasants. (Only one in three even owned a horse.) 
In 1939, the maximum amount of land that could be occupied by 
such a farm was decreed to be under three acres generally, and less 
than that in special areas. The upper limit in irrigated regions was 
less than half an acre.*® 

The acquisition of the Baltic States, Eastern Poland, Bessarabia, 
Northern Bukovina, and other areas by the Soviet Union after the 
outbreak of World War II brought large numbers of peasant farmers 
under Soviet rule again. Initially the Soviet regime acted in these 
areas to liquidate the larger landowners and others assumed to be 
agaiust its rule, carrying out a widespread land reform to divide 
large and medium-sized holdings among small peasants and those 
who had no land. Soviet control of these areas was wrested away for 
a time by Nazi occupation, but after reoccupying these territories 
the Soviet leaders began once again to shape the agricultural or- 
ganization there as they saw fit. In 1946 over 3,000,000 peasant 
farms existed in the USSR, most of them in the area annexed after 
January 1, 1939.'? In late 1948 and throughout 1949 vigorous col- 
lectivization drives were carried on in these western areas, and by 
1950 the great majority of these formerly individualistic peasants 
had been collectivized and forced into the same mold as almost all 
other Soviet farmers. The individual farmer had become once again 
a rare and almost negligible element in the Soviet farm economy, 
except in a few special areas. 

48 Jasny, The Socialized Agriculture of the USSR, p. 314. 
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CHAPTER IX 


AGRICULTURAL PRODUCTION DEVELOPMENT 


r^ 

JLecrnoxocicatty, the peasant agriculture of the Soviet 
Union in 1928, on the eve of the period of mass collectivization, was 
far behind that of Western Europe and the United States. The two- 
and three-field systems of medieval farming were still widely em- 
ployed, and the authority of the village community exercised great 
influence upon what millions of farmers grew and the timing of 
their crop operations. Habit, custom, and tradition were strong 
forces among the overwhelming mass of illiterate and semiliterate 
rural folk, to whom the doctrines of modern scientific agriculture 
were little known, if at all. But even if these doctrines had been 
known, few, if any, of the peasants would have been able to apply 
them in practice. Without significant amounts of capital, and tilling 
only small plots, the great bulk of these millions had little choice 
but to continue employing an agricultural regimen based upon the 
horse as the main source of draft power and natural manure as the 
main or only source of fertilizer. It is true that in the last years of 
the Czarist regime there had been rapid advances in the introduc- 
tion of simple farm machinery, use of selected seed, and employ- 
ment of chemical fertilizers. But after the setback of World War I 
and the civil war that followed it, Soviet agriculture had had little 
opportunity to progress beyond those beginnings. The wealthier 
farmers, who might have accumulated enough capital to make 
significant advances in their technology, knew in the late 1920's that 
the NEP period of grace was drawing to a close. They had no great 
incentive for investment in productive machinery or the like. A 
horse pulling a wooden plough might well be considered symbolic 
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of Soviet farm technology in this period.! Even so, much progress 
was made between 1923 and 1928. 

abolition of the antiquated technology_of the peasant agriculture it 
destroyed. Soviet leaders looked forward to the creation of enorm- 
ous farms, operated with the help of tens or hundreds of machines 
and producing vastly increased amounts of crop and livestock out- 
put. Farms were to approximate agricultural factories, running in 
accordance with government plans and utilizing scientific techniques 
much like steel mills or coal mines. Battling against enormous op- 
position from the peasantry, mass destruction of agricultural capital, 
and shortages of trained personnel, by 1941 the Soviet government 
had nevertheless worked great changes in the technology of farm- 
ing. Though the results of the enormous investment made here had 
fallen far below expectations, yet considerable progress had been 
achieved and high hopes were held for the future. 

World War II dashed these hopes for the time being. Major areas 
of the richest farmland in the country were occupied by German 
armies and then looted of agricultural capital before being dev- 
astated by fire and shells. In the unoccupied areas of the country, 
little or no new farm machinery was made available, while old 
equipment broke down and spare parts became scarce or unavail- 
able. Millions of farm workers went into the armed forces or the 
mines and factories, leaving women, old men, and children to 
operate the farms.? Under these conditions most of the technological 
gains achieved in the 1930's must have vanished, and much of the 
peasantry must have reverted to the practices prevalent before 1930. 
It was against this background that reconstruction of agriculture 
began in 1945, a reconstruction the objective of which was to exceed 
by far the best prewar levels of technology, output, and produc- 
tivity. In the process, much that was done in the 1930’s had to be 
duplicated in the late 1940’s, but the road was easier because the 
active opposition that had blocked the way in 1928-32 no longer 
existed. 


Farm Mechanization 
The most publicized aspect of changes in farm production tech- 


1 Timoshenko, Agricultural Russia and the Wheat Problem, pp. 196-240. 
2 Voznesensky, The Economy of the USSR During World War II, p. 50. 
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niques during the Soviet era has been the mechanization of certain 
crop- crop-production. operations. Mechanization of livestock-raising and 
exploitation — milking cows, preparing feed, delivering water for 
.livestock, and so on — has been little developed up to the present. 
In large part the disproportionate emphasis upon the mechanization 
_of crop production reflects the much greater importance of this 
aspect of agriculture in a country as poor as Russia. In addition, 
“many of the most important devices needed to mechanize livestock 
work require electricity, a power source available on only a small 
percentage of all Soviet farms. 

The most striking feature of farm mechanization in the USSR 
in the 1930's was the rapid and widespread displacement of the 
horse as the primary source of power and transport for agricultural 
production by tractors, trucks, and other sources of mechanical 
power. This displacement is summarized below:? 


Year Horses Tractors Trucks 
(auton ) (000) (000) 

96.7 a 

210.9 26.6 

483.5 195.8 


By 1940 the number of tractors in the country had risen to 523,000.4 
The picture presented by the data above was by no means entirely 
a planned development, however. Much of the reduction in the 
number of horses between 1928 and 1933 was the result of the 
slaughter of horses by peasants fighting or fearing collectivization or 
of the poor care of horses during the first confused period when 
collective farms had been set up wholesale. One student of the 
situation estimates that by 1938 the total amount of power available 
to Soviet agriculture had only about reached the 1928 level. But in 
1938, 57 per cent of this power was accounted for by mechanical 
sources; in 1928 only 2 per cent of the total power supply had come 
from these sources.’ 

The mechanization of grain harvesting during the 1930's was 
sought through the large-scale introduction of combines, which both 

3 Sot. Stroi. (1933-38), p. 88. Sot. Stroi., pp. xxiv-xxv. 

1 N. A. Voznesensky, The Growing Prosperity of the Soviet Union, p. 25. New 
York: Workers Library Publishers, 1941. 


5 Jasny, The Socialized Agriculture of the USSR, p. 458. Planovoye Khoz- 
yaistoo, No. 12 (1940), pp. 49-67. 
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cut and thresh cereal crops, to replace the simpler tools, the sickle, 
and the scythe, used earlier. In 1928 the USSR had practically no 
such combines, but by 1940 it had 182,000. ^ Large numbers of 
tractor-pulled cultivators, seeders, plows, and related implements 
were provided to agriculture during this decade. In 1928 only 1 
per cent of spring plowing was accomplished by tractor-plows; by 
1938, 71.5 per cent of the work was done by these tools. In 1928 only 
.2 per cent of all spring grain was seeded by tractor-drawn equip- 
ment; by 1938, 56.7 per cent of this work was so done.’ Similar 
rapid shifts from the use of hand tools and horse-drawn equipment 
to tractor-drawn and other machinery took place throughout most 
major branches of Soviet crop-raising, though animal husbandry, 
as we have noted before, was much less affected. But even in 1940 
many important crop operations, such as picking cotton and harvest- 
ing sugar beets, were still being done manually in the main, because 
satisfactory machinery for performing these tasks had not yet been 
developed. 

There is much evidence that initially, at Jeast, there was a good 
deal of naivete in Soviet leaders’ expectations of the benefits to be 
derived from mechanization.’ There is nothing about a tractor that 
makes tractor plowing, for example, necessarily cheaper or more con- 
ducive to high yields than plowing with a horse-drawn implement. 
In the North Caucasus in the early 1930's the German farm con- 
cession firm, Drusag, found it more economical to plow with oxen 
rather than tractors, because wages and animal costs were so low.? 
Tractors will help produce higher yields if they permit agricultural 
operations to be done at the right time and if they permit higher 
quality of work than other means. But if the tractor seeds too late 
or plows too superficially — as is too often the case in the USSR, 
Soviet papers frequently complain — then low yields will result. 
Under the proper conditions of wages and ing mechanization of 
farm operations can do much to cheapen farm costs, but for this 
there must be an adequate nu number of machines, .& labor force com- 
petent to use the equipment and. keep it in good repair, and the 
appropriate conditions of soil and climate. Throughout most of the 


5 Voznesensky, The Growing Prosperity of the Soviet Union, p. 25. 

7 Sot. Stroi. (1933-38), p. 92. 

8 Jasny, op. cit., pp. 26-30; and L. E. Hubbard, The Economics of Soviet 
Agriculture, pp. 260-68. 

9 Hubbard, op. cit., p. 260. 
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past two decades the USSR has not had enough farm machinery; it 
has only slowly developed the necessary technically qualified operat- 
ing and mechanical personnel in the agricultural areas; it has in- 
curred huge costs because of poor use of the farm machinery; and it 
has often attempted to use mechanical equipment under inap- 
propriate conditions. As a result the gains of such mechanization 
in terms of output and of reduction in labor needs and costs have 
been far more modest than was expected when this agricultural 
revolution began. 

Farm mechanization in the USSR has had at least two clear and 
major effects, however, which must be noted. First, it has drastically 
altered the structure of agricultural costs and greatly increased the 
dependence of farmers upon.the nonagricultural sector. of the 
economy, Instead of relying primarily upon horses produced on the 
farm and fed from farm-grown produce, mechanized farms must 
pay for industrially produced machinery and spare parts, and for 
petroleum products that fuel and lubricate the machinery. In the 
total financial balance sheet of agriculture, fixed overhead costs play 
a prominent role. The individual collective farm, of course, does 
not buy the machinery the government turns over to the Machine 
Tractor Stations, but those who direct the economy as a whole 
take into account the cost of this equipment initially and the cost 
of its maintenance thereafter in setting the amounts to be charged 
by the Machine Tractor Stations for its use. Second, as we have 
noted before, the fact that the collective farms are dependent upon 


the Machine Tractor Stations for the equipment : required to till their 
fields places them at a disadvantage. It permits the latter to exercise 
a powerful influence upon the actual conduct of farm operations 
and to help assure that the government actually receives its high 
share of farm produce immediately after harvest. 

During World War II, the level of mechanization of Soviet agri- 
culture dropped sharply. Large numbers of tractors and trucks were 
requisitioned for the armed forces; much machinery was destroyed 
or stolen in the areas occupied by the Germans; virtually no new 
farm equipment was produced in the USSR and little was im- 
ported from abroad. Soviet agriculture emerged from the war 
period with much less mechanical equipment than it had had at 
the beginning, a situation aggravated by the fact that virtually all 


10 Jasny, op. cit., passim, especially chs. xviii and xix. 
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the machinery available was obsolete and badly worn. It could be 
used further only by dint of expensive repair work between harvest 
and spring time, and by large-scale replacement of parts that had 
worn out or broken. 

From 1946 to 1950 the supply of farm machinery grew sub- 
stantially but at a slower pace than had been projected by the plan. 
For example, Soviet agriculture received only 536,000 tractors (in 
terms of 15-horsepower-unit equivalent) instead of the 720,000 
tractors (in the same equivalent) required by the plan. In the period 
1946-52 inclusive Soviet agriculture received 804,000 tractors (in 
terms of 15-horsepower units) and 167,000 combines.!! As of January 
1954, the Machine Tractor Stations alone (not taking account of 
machinery on state farms) had over 1,000,000 tractors (in 15-horse- 
power units), about 80 per cent more than before the war, and 
270,000 grain combines, or about 76 per cent more than before the 
war. In October 1952, Malenkov had reported that the capacity 
of tractors on MTS and state farms together was 59 per cent greater 
than the prewar level, while their combine capacity was 51 per cent 
greater. In addition, of course, agriculture received many ad- 
ditional types of farm machinery from 1946 to 1958, so that by early 
1954 it was probably substantially better mechanized than in 1940. 
Not all of the gain in tractor power mentioned above was a net 
addition to the power supply of agriculture, for, in part, tractors and 
other mechanical power sources had to make up for the decline in 
horses. Where Soviet agriculture had had 21,000,000 horses at the 
beginning of 1941, it had only 15,300,000 horses at the beginning 
of 1953. 

The unevenness of Soviet mechanization of farming was in- 
dicated by Khrushchev. On the one hand he reported that 98 per 
cent of cotton sowing, 95 per cent of sugar beet planting, and 97 
per cent of fall plowing on collective farms were performed by 
machinery. On the other hand he also reported that only 14 per 
cent of kolkhoz potato planting and less than 6 per cent of their 
potato harvesting was done by machinery. The general tenor of 
Soviet comment on mechanization of livestock work indicates that 
up to mid-1954 at least this was very little advanced. The need for 


11 Pravda, April 17, 1951, and January 28, 1953. Planovoye Khozyaistvo, No. 
1 (1952), p. 8. 
12 Pravda, October 6, 1952, and March 6, 1954. 
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further substantial mechanization of Soviet agriculture was one of 
the main themes advanced in the official discussion during Septem- 
ber 1958. Government decrees issued then ordered both the produc- 
tion of large numbers of tractors during 1954 to early 1957 and 
great stress upon increased mechanization of the most laggard types 
of farm work such as haying, potato and vegetable production, and 
livestock care. On June 27, 1954, Pravda reported that that fall 
Soviet agriculture would have available over 350,000 grain com- 
bines, about 83,000 flax harvesters, 11,000 sugar beet combines, over 
94,000 cotton picking machines, and about 10,000 potato picking 
combines for the 1954 harvest. 

Electricity as a source of light and power has increased greatly 
in importance on Soviet farms since the end of World War II. It was 
a negligible factor in Soviet farming in 1940, when only 10.000 
collective farms — only about 4 per cent of the total — and 2,500 
Machine Tractor Stations had electricity available to them.!? World 
War II brought a setback in this field too, and by 1945 even fewer 
agricultural production units could avail themselves of electricity. 
Rural electrification grew with moderate speed after World War II. 
By April 1954 some 21,600 collective farms, or about 23 per cent 
of all kolkhozy, as well as most Machine Tractor Stations had 
electricity available. Soviet agriculture employed over 75,000 elec- 
tric motors with a general capacity of 400,000 kilowatts, and agri- 
cultural consumption of electricity in 1952 was about four times 
as much as before the war, aggregating perhaps 1,500,000,000 
kilowatt-hours of electric power annually, or less than two per cent 
of the national total. 

The lack of electric power on almost 80 per cent of Soviet collec: 
tives obviously poses a serious obstacle to the mechanization of 
many farm operations, particularlv in the care of livestock. For the 
future the Soviet government apparently looks forward to continued 
increase in electricity supply to agriculture, and already experiments 
are being made on electric-driven tractors and related equipment. 


Fertilizers 
A sharp increase took place in the amount of chemical fertilizers 
utilized on Soviet farms in the 1930's. The amount of phosphatic, 


13 Sotsialisticheskoye Zemledeliye, May 31, 1950. 

14 Pravda, April 27, 1954. Sotsialisticheskoye Selskoye Khozyaistvo, No. 1 
and No. 7 (1953). One third of the collective farms having electricity in 1954 
used it only for home illumination. 
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nitrogenous, and potassium fertilizers used rose more than twelve- 
fold, from 259,000 metric tons in 1927-28 to over 3,200,000 tons in 
1938. Counter-balancing this, however, was the sharp drop in the 
amount of manure available. This drop resulted from the great 
decline in livestock during the early 1930's. Jasny bas estimated 
that the annual loss between 1928 and 1988 from this cause 
amounted to 225,000 tons of nitrogen, potash, and phosphoric acid, 
equivalent in plant-food value to almost 1,000,000 tons of com- 
mercial fertilizers. Chemical fertilizers have been applied pri- 
marily to increase yields of sugar beets, cotton, and flax, and the 
amounts employed for these crops far exceed the quantities used in 
the era of peasant agriculture. On the other hand, relatively little 
has been applied on the vast areas north of the steppe, where grain 
and potatoes are the chief crops and where the loss of manure was 
felt severely. 

The Soviet chemical industry began its conversion to war work 
relatively early. By 1940 the output of chemical fertilizers appears 
to have dropped about 20 per cent from the 1938 level. During the 
war itself fertilizer production fell very sharply. Even in 1946 
probably only about 1,500,000 tons of the basic fertilizers were pro- 
duced. By 1953, Khrushchev reported a sharply improved situation 
with agriculture scheduled to get 6,000,000 tons of mineral fertilizer. 
During most of the earlier postwar period, however, it is evident 
that the relatively low supply of mineral fertilizers, together with 
the deficient supply of manure resulting from the slow recovery of 
livestock herds, created great difficulties in the way of improving 
crop yields. Khrushchev recognized the importance of manure by 
saying that by 1955 Soviet agriculture should be able to obtain 
about 400,000,000 tons of manure, theoretically equivalent to 20,000,- 
000 tons of mineral fertilizer. However, the need for far greater 
amounts of mineral fertilizers was explicitly recognized in the order 
to triple such production by 1959 and to extend it even further by 
1963. Obviously one of the motivations for this large scale fertilizer 
production increase is the desire to provide fertilizer not only for 
industrial crops — cotton, sugar beets, and the like — as at present, 
but also for grain, the basic food of the Soviet people. 

Many expedients have been employed to increase the area of 
usable crop land: irrigation of arid regions, drainage of swamps, and 
clearing of cut-over and lightly wooded areas have been resorted to. 


15 Jasny, op. cit., pp. 495, 497. 
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Over 6.000,000 acres, primarily in Central Asia, were irrigated be- 
tween 1928 and 1941, but large areas were abandoned during World 
War II because they had become too saline or had been reduced to 
swamps. The Fourth Five-Year Plan called for restoring deteriorated 
irrigated land and irrigating new areas totaling about 1,500,000 
acres. About 20,000,000 acres were made available for agriculture 
between 1928 and 1938 by clearing land in the forest areas and 
draining swamps, the latter primarily in White Russia. Significant 
losses of reclaimed land took place in the latter area during the 
war, when it was occupied by the Germans. The Fourth Five-Year 
Plan required that about 1,500,000 acres be drained between 1946 
and 1950, much of this being land once reclaimed that had become 
swamp again during the conflict. The plan to plow up and sow 
to grain during 1954 and 1955 over 30,000,000 acres of virgin and 
fallow land in Kazakhstan, Siberia, the Urals, and the Volga Valley 
seems to be the most ambitious Soviet effort in the direction of ex- 
panding the sown area. 

With a view to raising yields of grain and other crops, the Soviet 
government has sought to improve the farming practices of the 
collective farms. Some of the measures urged by the state are of 
undoubted value, but others are more questionable. The quality 
of seed sown improved greatly during the 1930's. It declined sharply 
during World War II and immediately thereafter, when there was 
shortage of any seed at all for planting. Great stress was laid upon 
introducing complex crop-rotation systems in different areas during 
the late 1930s, with particular emphasis upon the inclusion of grass 
crops in rotations. The gains made in this area during the 1930's 
appear to have been largely lost during the war that followed, so 
that the work has had to be redone to a large extent in the postwar 
period. The government has sought to have the ground prepared for 
seeding as well as possible. It has urged that fallow land be care- 
fully cultivated to remove weeds, that plowing be deep, and that 
as much land be plowed in the fall as possible, since the draft power 
available has usually been inadequate to plow all the land for spring 
seeding in the early spring. Prof. T. D. Lysenko's "yarovization" 
technique of treating seeds to speed up ripening has been widely 
applied with government aid, though foreign experts have found it 
of extremely limited value. Perhaps more important than any spe- 
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cific measure has been the government's provision of a large force 
of agronomists throughout the countryside to help farms solve their 
technical problems. i 

A large land drainage program was called for by the Fifth Five- 
Year Plan which provided that the area of drained land be increased 
by over 40 per cent between 1951 and 1955. The most spectacular 
individual project provided for was the draining of the Polessye 
Lowland area in Belorussia and the Ukraine. In the former region 
alone over 3,500,000 hectares of marsh and swampland were to be 
reclaimed.!9 In 1954, there was evidence this program was lagging. 

With regard to such matters as crop rotation, the supply of good 
quality seed, and the provision of agronomical advice to collective 
farms, Khrushchev indicated in September 1953 that much needed 
to be improved. On the first topic, he declared, "The introduction 
of crop rotation and its development on many collective and state 
farms has been badly organized." Though he did not mention the 
matter it seems likely that the amalgamation program of 1950 dis- 
organized earlier postwar crop YUCY apum y suddenly chang- 
ing the area within individual collective farms worked and planned. 
He commented on the lack of grass seed and complained, “There 
is among us unfortunately a negligent and at times criminal attitude 
toward potato seed." Many other comments in the Soviet press 
have indicated that collective farms often fail to put aside and store 
properly adequate amounts of high quality seed, and not merely 
grass and potato seed. With regard to farm specialists, he pointed 
out that there was only one such specialist for each five collective 
farms. He explained this by saying that only 5 per cent of the 
country's 350,000 agricultural specialists actually worked on the 
collectives. Most farm technicians, he indicated, had either left farm 
work altogether for more attractive urban occupations or were em- 
ployed in the government bureaucracy engaged in "writing orders, 
directives, and instructions." To correct this situation the govern- 
ment ordered that by the spring of 1954 there should be at least 
100,000 specialists working on the MTS, so that at least one full-time 
technician could be assigned to each collective farm. This order 
seems to have been fulfilled. 


16 Pravda, October 7, 1952. 
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Combating Drought 


Many of the USSR's major agricultural regions are periodically 
subject to drought. The problem of finding ways and means of 
combating such calamities has received a great deal of attention 
from Soviet scientists and the Soviet government. The planting of 
forest shelter belts and the accumulation of snow were employed 
in the 1930s to help conserve moisture in dry land areas. From 
1931 to 1937 collective farms planted trees on 1,500,000 acres to aid 
moisture retention, but the mortality rate among trees planted was 
high. World War II brought combat destruction in the western 
areas and gave other matters higher priority, so that large losses 
of forest land and shelter-belt area took place.!! The severe drought 
of 1946 immediately after the war re-emphasized the gravity of the 
problem and undoubtedly played a major role in prompting the 
comprehensive program of antidrought measures announced by the 
USSR in late 1948.18 

This comprehensive plan for combating drought was to be carried 
out from 1949 to 1965. It provided for the planting of eight huge 
state forest shelter belts and of great numbers of trees around the 
fields of 80,000 collective farms and 2,000 state farms. The area 
covered by this huge program stretches from the western borders 
of the USSR to the Ural Mountains. It is south of a line drawn from 
Kiev to Moscow to Magnitogorsk and is roughly equal to the com- 
bined size of England, France, Italy, Belgium, and Holland. The 
Soviet government will create major forest shelter belts along the 
banks and on the watersheds of the Volga, Don, Northern Donets, 
and Ural rivers. These will extend almost 3,300 miles, and their 
total area will be almost 300,000 acres. The bulk of new trees 
planted, however, will be on the collective farms, which, together 
with state farms, are scheduled to create windbreak tree plantings 
covering about 14,000,000 acres. To aid this work the Soviet govern- 
ment is scheduled to create 570 forestry stations having 22,000 
tractors and 5,000 specialized machines for planting seedlings and 
taking care of them. Most of the work involved will be done by 
collective farmers, who will be paid in work days, that is, with a 
share in the output of the crops on the farms to which they belong. 


17 Jasny, op. cit., pp. 489-90. 
18 Pravda, October 24, 1948, gives the full text of this decree. 
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This will require the collective farms to finance this capital invest- 
ment program out of current earnings, though the benefits, if any, 
of the program will presumably not be felt for some years. Ten- 
year loans to collectives are provided for to help them bear the 
burden of this work. Along with the afforestation aspects of the 
program, the plan provided for the creation of 44,000 ponds and 
water reservoirs on collective and state farms during 1949-55. It 
also called for the introduction by 1955 of crop rotations emphasiz- 
ing use of grass for restoration of fertility on 77,509 collective farms 
and all state farms in the area. By these colossal measures the Soviet 
government hoped to retain moisture in the soil; curb the hot drying 
winds blowing west from the Caspian, which have frequently played 
so much havoc with crops; raise yields very substantially; and check 
soil erosion.!? 

If carried through, this gigantic program might well have con- 
tributed toward alleviating some of the most pressing drought and 
erosion problems of the steppe and forest steppe areas. That it could 
actually succeed in ending the drought menace entirely and per- 
manently raising yields very substantially seems more doubtful. 
Solomon M. Schwarz has put one aspect of the matter succinctly: 


Shelterbelts mitigate the effect of drying winds, delay the melting 
of snow, slow down the water course, diminish evaporation from the 
soil, and thus contribute to a more even and complete use of the 
available water resources. But they cannot increase the resources. 
Moreover, forests, too, consume and evaporate considerable amounts 
of water. According to American experts, woods do not normally 
grow where precipitation is below 15 inches. . . . A glance at the 
precipitation map of the USSR shows that a considerable part of the 
territory envisaged by the plan for forest planting does not meet 
this demand. In particular, in the lower course of the Volga, from 
Stalingrad down, and in the greater part of the basin of the Ural 
river . . . it is perhaps possible to create shelterbelts right along the 
rivers partly at the expense of the flowing water. But at some dis- 
tance from the rivers the creation is a dubious project, and the large 
expenditures of money and labor may go with the wind.?? 


19 For further details on the plan, see the original text, ibid. A useful sum- 
mary of some major features is provided in the Current Digest of the Soviet 
Press, June 7, 1949, pp. 11-15, and following. For two opposing evaluations 
of the plan, cf. Solomon M. Schwarz's articles in the New Leader, January 1 
and 8, 1949, and William Mandel, "Remaking our Planet in Fifteen Years," 
Soviet Russia Today, December 1948, pp. 10-11, 29-80. 

20 New Leader, January 1, 1949, p. 15. Cf. also the symposium on this 
subject in Land Economics, November 1949, pp. 333-64. 
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The head of the USSR's Chief Administration of Erosion Control 
Forestation has pointed out that a large proportion of Soviet tree 
seeds do not sprout and acclimate themselves. At the extreme only 
1l per cent of pine plantings survive. To plant the billions of oaks 
required for this program and have them survive, hundreds of tons 
of a special fungi-bearing earth are required, and no such amounts 
of this earth are available as yet. Other major technical problems 
must be solved too, he points out.?! The rotation systems emphasiz- 
ing the use of perennial grasses, which this program envisages intro- 
ducing throughout the affected area, have not been successful in 
tests on dry land areas in the United States. There would seem 
reason to wonder whether these rotations will prove adequate on 
such land in the Soviet Union? In short, the basic question is 
clearly that of whether the huge effort to be exerted. and the. great 


could be justified by the perhaps only moderate benefits it would 
bring. It is characteristic of the Soviet system that the program 
placing such obligations and costs upon the peasantry was imposed 
upon them by the state, without any public discussion or debate. 

In late 1952 Malenkov reported that about 6,500,000 acres of 
trees for shelterbelts had been planted during the preceding three 
and a half years? In 1953, after Stalin's death, however, there 
seemed to be no stress put on this afforestation program, and it went 
unmentioned in the great discussion of measures to improve agri- 
cultural production which was conducted in September 1953. It 
seems likely, therefore, that much of the official pressure behind 
this program has been dropped and the program may have been 
largely abandoned. Some such decision seerns likely since the em- 
phasis of the, new 1953 farm policy was on measures to increase 
farm production quickly and, at best, the benefits of the. shelterbelt 
program, if carried. out, would be. received. only after a. compara- 
tively long time. Moreover, by occupying land that might other- 


seems to conflict with the 1954-55 effort.to expand grain acreage 
quickly. 
21 Current Digest of the Soviet Press, June 7, 1949, p. 11. 


22 Jasny, op. cit., pp. 490-91. 
23 Pravda, October 6, 1952. 
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Measures for the Future 


In August and September 1950, the Soviet regime announced a 
number of major projects aimed at further combating the impact 
of drought upon Soviet agriculture. These included a complete 
reconstruction of the existing irrigation system and the creation of 
vast new irrigation and water supply systems in the desert area 
east of the Caspian Sea, in the areas east and west of the Volga 
River, in the Southern Ukraine and in Northern Crimea. 

The order for revamping the existing irrigation system, which 
was published August 18, 1950, revealed that the USSR had about 
11,000,000 acres of irrigated land, including almost 4,000,000 acres 
in the Uzbek SSR; about 1,500,000 acres in the Kazakh SSR; and 
about 1,250,000 acres in the Kirgiz SSR. This decree condemned the 
existing irrigation system on these grounds: excessive density of 
canals resulted in nonutilization of 4 to 12 per cent of the land 
available; small fields common in irrigated areas hindered proper 
use of farm machinery, resulting in the loss of up to 5 per cent of 
output on these fields; existing irrigation canals were often focal 
points of weed and insect infestation with resultant damage to crops 
on adjacent land; cleaning of the dense canal network required high 
labor costs annually. 

To remedy these difficulties, the decree ordered that by 1953 the 
existing networks of permanent feeder canals be filled in. After this 
is done, new temporary feeder canals will be dug each spring and 
filled in after the harvest is gathered each year, though main ir- 
rigation canals will be maintained permanently. In setting up tem- 
porary canals, attention is to be focused upon minimizing their 
number and increasing the average size of fields so as to facilitate 
the use of farm machinery and to increase the amount of land avail- 
able for crop use. The government ordered the provision of large 
numbers of earth-moving machines for this work. Collective farms 
in affected areas will pay 60 per cent of the cost, the government 
paying the remainder. 

The drastic measures ordered by this decree suggest strongly 
that the irrigation system in the areas affected, built up laboriously 
over many years, must have operated very poorly. Digging and 
filling in temporary canals each year in the future will obviously be 
very expensive and have to provide substantial improvements in 
output to justify the cost. The available evidence is inadequate to 
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permit conclusions regarding the economic wisdom of this revolu- 
tion in Soviet irrigation, but certain political aspects of the matter 
are apparent. Once the new system of temporary canals has been 
established, farmers will be completely dependent upon the govern- 
provide new canals each spring there will be no harvest. Thus the 
government's domination over farmers of Central Asia — the chief 
area affected — will be increased sharply. Moreover the dislocation 
of customary patterns of land use that this new system requires will 
probably be utilized by the government to root out anticollective 
farm practices — such as excessive private plots for kolkhozniki — 
that may exist in these areas. Here again a measure profoundly 
affecting the welfare of large numbers of people was promulgated 
without consulting them. 

Irrigation and water supply are among the major objectives of the 
hydroelectric power developments scheduled at Kuibyshev and 
Stalingrad on the Volga, and at Kakhovka on the Dnepr River in 
the Southern Ukraine. The Kuibyshev station, scheduled for full 
operation in 1955, is to provide electricity for irrigating about 
2,500,000 acres in the Trans-Volga area. In connection with the 
Stalingrad project, there is scheduled to be built by 1956 a gravity- 
flow canal and water supply system providing water to about 
15,000,000 acres of land in the Caspian depression between the 
Volga and Ural Rivers. Electric power from the new Stalingrad 
hydroelectric station is to operate irrigation systems serving almost 
4,000,000 acres of land between the Volga and Ural Rivers, north 
of the region served by the water supply system mentioned earlier. 
In addition, canals and water supply systems are to be built to 
irrigate and bring water to about 14,000,000 acres of land in the 
Sarpinsk depression, the Nogaisk Steppe, and the Black Lands area. 

These are obviously very large and impressive projects with great 
potentiality for improving agricultural production. They will require 
huge capital investment and an enormous amount of labor. Not least 
significant is the fact that many of the new irrigation and water 
supply facilities to be provided in the future, if these plans are 
realized, will be in the areas included within the shelterbelt pro- 
gram discussed above. These Soviet plans are implicit admission 
that the shelterbelt program by itself cannot solve the problem of 
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drought in the vast area west and north of the Caspian Sea. They 
seem impressive confirmation of the objections raised by Solomon 
Schwarz in the quotation above. 

Several major projects announced in 1950 appear to have been 
abandoned or “greatly slowed down after Stalin's death. One is 
the Chief Turkmen Canal which was scheduled to be built east of 
the Caspian Sea from Takhia-Tash on the Amu Darya through the 
Kara Kum Desert, terminating at Krasnovodsk on the Caspian Sea. 
This 700-mile canal was supposed to divert a large part of the Amu 
Darya from the Aral Sea. By this means it was hoped to provide 
water for irrigation of about 3,200,000 acres of desert land, most 
of which it was planned to turn into a highly-productive cotton 
area. The complete absence of any mention of this project in the 
central Soviet press after Stalin's death suggests that this construc- 
tion work may have been dropped or deferred in order to free re- 
sources for other purposes. The amnesty decree adopted in late 
March 1953 may have played a role in such a decision by reducing 
the available supply of forced labor, which was probably intended 
to be a major source of labor supply for the work under the very 
severe desert conditions. A decree published April 23, 1954, and 
dealing with cotton growing in the Turkmen Republic, seemed to 
imply that the Chief Turkmen Canal had been replaced by the 
much more modest Kara Kum Canal project. 

Similar evidence suggests that the South Ukrainian and North 
Crimean canals, also announced in 1950, have been abandoned 
since Stalin's death. This project aimed at irrigating 4,000,000 acres 
and providing water-supply facilities for an additional 4,000,000 
acres. The Kakhovka hydroelectric project announced in conjunc- 
tion with this canal scheme appears to be in process of construction, 
however, judging by Soviet press reports. 


Total Agricultural Production 


Any attempt to evaluate the influence upon production of the 
institutional and technical changes wrought by the Soviet regime 
in the agriculture of the USSR is made difficult by the untrustworthi- 
ness of the data published by that regime. Data have been sup- 
pressed for some years. There have also been changes in definition 
of what is being measured and in methods of computation, so as to 
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make comparisons over time misleading if they do not allow for 
these changes. 

In measuring total agricultural production, the Soviet govern- 
ment prepares a statistical series that purports to represent changes 
in the physical volume of farm production by valuing all crop 
and livestock products at average prices prevailing in 1926-27 over 
the USSR as a whole. The picture presented by these data for the 
years in which they have been published is given in Table 25. 


TABLE 25. Gross Production of Agriculture in the USSR for Selected Years. 


Year Total* Crops Livestock Products 
(BILLIONS OF RUBLES AT 1926-27 prices) 
1013.0 AA 12.6 8.0 4.6 
19998... eire 14.7 9.1 5.7 
1980 sos ee 14.0 9.6 4.4 
108l i... 25 18.9 9.9 4.1 
1989... es 18.1 9.8 8.3 
TOSS A E 14.0 11.1 3.0 
1084... leen 14.6 11.3 8.3 
1085T noms 16.1 12.2 8.9 
1937 een 20.1 15.1 5.1 
1940-5: e» one 23.2 t ł 
1950 plan ....... 99.5 t 1 
1950 actual ..... 26.5 t t 
1959. eene 95.5 t i 


* Some total figures do not add up ta sum of crops and livestock products because 
of rounding. t Preliminary. t Unavailable. 
Sources: 1913 and 1937—Sot. Stroi. (1933-38), p. 84. 1929 to 1935— Sot. Siroi, p. 232. 
Figures for 1940 and 1950 calculated from percentages in N. A. Voznesensky's speech 
af March 15, 1946, and from Voprosy Ekonomiki, Na. 8 (1953), p. 55. 1952—Pravda, 
September 15. 1953. 


Taken at face value, the data in Table 25 indicate a rather re- 
markable growth in the physical volume of all agricultural produc- 
tion. By 1940 this production is indicated as being almost twice the 
1913 level. Crop production is shown to have been at almost 
twice the 1913 volume by 1937. Livestock production is indicated to 
have been very sharply cut during the early 1930's, but then to have 
almost regained its 1929 level by 1937. These official data cannot 
however be accepted as giving a full picture of the fluctuation of 
agricultural production under the Soviet regime for a number of 
reasons: 

1. No comparable data have been published for the bulk of the 
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years of the 1920's; nor for the years 1936, 1938, and 1939, when there 
is good reason to believe that crops were relatively poor compared 
with 1935 or 1937; nor for the war and postwar years until 1949-52. 
It seems obvious that in the past two decades, at least, these statistics 
have usually been issued only when they did not present too 
bad a picture of farm production, that is, propaganda objectives 
have governed and still govern their availability. 

2. The data for different years in Table 25, though often freely 
compared by Soviet officials, are not comparable, since they cover 
different territories. The USSR was significantly larger in 1940 than 
in 1937, having absorbed Eastern Poland, the Baltic States, and 
smaller areas. After World War II it added the Carpatho-Ukraine 
nf Czechoslovakia, part of East Prussia, southern Sakhalin, and other 
small areas. Between 1939 and 1945 the USSR gained 670,000 square 
kilometers of territory, with a prewar population of 24,300,000 per- 
sons and a substantial agricultural production.™ 

8. There have been important changes in the definition of agricul- 
tural production and the coverage of these indexes. Until 1933, the 
grain crop was reported on the basis of what had actually been har- 
vested and put into the barns, that is, exclusive of substantial losses 
in harvesting and moving crops from the fields. Beginning in 1933, 
the grain crop was calculated on the basis of what had grown in 
the fields — the so-called "biological crop" — usually minus some 
inadequate small discount for losses. Beginning either in 1937 or 
1939, all discounts for losses were ended, so that what was reported 
was substantially greater than what was available for use, since it in- 
cluded waste and losses of all kinds. In July 1939 this method of 
accounting was extended to the principal nongrain crops, so that 
in the case of cotton, for example, the cotton production reported 
and included in the index of total farm production included all 
cotton harvested, all cotton that fell on the ground, and all cotton 
that remained on the plant. By this device the output of agriculture 
was increased at the stroke of a pen, though no more and no less 
physical volume of crops became available for use.” Additionally, in 
1937 and after, the output of farm products raised in the “victory 
gardens," as we should call them, of urban workers was included in 


24 Balzak, et al., Economic Geography of the USSR, p. 544. 
?5 Cf, the full discussion of this matter in Jasny, op. cit., Note G, pp. 725-36. 
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the figures on total agricultural production. In 1937 this source 
accounted for almost one billion rubles worth of farm production, 
about 5 per cent of the total. In more recent years this figure has 
probably increased sharply, because of the great expansion of food- 
raising by urban workers that occurred during the war and postwar 
vyears.?? 

The fallaciousness of the practice of calculating harvests in terms 
of mythological biological yields was finally admitted after Stalin's 
death by both Malenkov and Khrushchev, who employed language 
strongly resembling that used earlier by Western economists in con- 
demning this practice. Thus Malenkov said in August 1953: 27 


. it is necessary to end the incorrect practice of calculating the 
results of the collective farms’ work in producing grain and other 
crops not by the actual harvest but by the apparent harvest yield. 
It must not be forgotten that our country and our collective farms 
can be wealthy only in crops actually stored in the barns, not in 
crops still out in the fields. 


Khrushchev spoke in the same vein a month later: 


It is necessary to end the incorrect practice of evaluating the results 
of the production of grain and other products by the apparent yield 
rather than by the actual harvest. This practice is not capable of 
increasing the harvest of farm products and even hinders the fight 
against harvest losses, which are stil] great in the collective farms. 
. . . We must organize accounting of the harvest gathered in the 
barns and pay bonuses in relation to the harvest which has been 
gathered so that MTS workers will be directly interested in the 
actual grain and other farm product harvests. 


Neither of these Soviet leaders made any mention of the fact that 
for many years preceding these confessions the highest Soviet leaders 
had been deceiving world public opinion by quoting harvest 
statistics exaggerated by the disingenuous statistical trick termed 
the “biological yield.” 

An attempt to obtain a more accurate picture of changes in 
Soviet farm production has been made by Dr. Jasny. He has cal- 
culated the value of this agricultural production in 1928, 1932, and 
1987, in the same prices as the official index but taking account of 
^ 36 Sot. Stroi. (1988-38), p. 84, shows explicitly that such production was not 
earlier included in the index. The subsequent inclusion of this output is testified 


to by Slovar-Spravochnik po Sotsialno-Ekonomicheskoi Statistike, p. 105. 
?1 Pravda, August 9 and September 15, 1958. 
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that index's deficiencies. He has also calculated what output might 
have been expected to be in 1938 and 1940 on the pre-1939 territory 
of the USSR if the weather had been normal. Throughout these 
calculations he has accounted for production on the basis of the 
crops actually harvested, that is, without the waste and losses now 
included in Soviet calculations. His results follow: 78 


Vegetable Animal 

Year Weather Products Products Total 

(BILLIONS OF RUBLES AT 1926-27 Prices) 
1928.......... Almost normal 9.5 8.0 15.5 
1032.........- Almost normal 8.7 3.3 12.0 
10875 o tes Excellent 18.4 5.1 18.4 
1988... oe Assumed normal 12.1* 5.8* 17.4* 
1940521 xut Assumed normal 12.4* 5.4* 17.8* 


* Estimates of what the value of income from agriculture might have been with 
normal weather; not estimates of actual Income. 


The same writer has also attempted to compute the income avail- 
able from agriculture, that is, the value of gross production as given 
above minus depreciation charges and the value of materials of non- 
farm origin used in farming. Both depreciation charges and the 
value of nonfarm commodities used in agriculture increased sharply 
over the 1930's because of increased capital investment in this area 
of the economy and because of the vastly greater expenditure for 
gasoline and other fuels, lubricants, fertilizers, insecticides, and 
so on. Dr. Jasny's conclusions on the income from agriculture 
follow (in billions of rubles at prices of 1926-27): ?? 


* Estimates of what the value of income from agriculture might have been with 
normal weather; not estimates of actual income. 


If Dr. Jasny is correct in his calculations — and the evidence sug- 
gests that his figures are much nearer the truth than those officially 
published by the Soviet government — then the net income of agri- 


28 Jasny, op. cit., p. 673. A slightly revised set of total values is given on p. 
682, but without the breakdown between vegetable and animal products. 
29 Ibid., pp. 676-82. 
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culture in the USSR fell about 25 per cent between 1928 and 1932. 
By 1937 it was about 15 per cent above 1928. In 1938 and 1940, if 
weather had been normal, it would have been little more than in 
1928. Dr. Jasny's estimates of the development of gross agricultural 
production given earlier suggest that the rise in this output that did 
occur between 1928 and 1940 (about 2.3 billion rubles, assuming 
normal weather in 1940) was almost entirely eaten up by the rise 
in depreciation charges and the cost of nonfarm production materials 
for agriculture during the twelve-year period. The increase in the 
net contribution of agriculture to the economy over this turbulent 
and revolutionary period was very slight, unless, of course, one 
includes the additional output of areas annexed in 1939 and 1940. 
Dr. Jasny adds this melancholy information regarding the course 
of Soviet production during World War II: 
A marked decline in farm output followed directly upon the first 
shot; one can even rightly speak of "collapse." The decline in the 
uninvaded territory during the whole war (including 1945) was prob- 


ably more than three times as large, in percentage terms, as the 
decline in Russian farm output during the war of 1914-18.39 


As we shall see below, the output of a number of the most im- 
portant Soviet crops in 1945 was half that of 1940 or less. In 1946 
Soviet authorities announced that the country had been hit by the 
worst drought in fifty years, so that the production of grain, sun- 
flower seeds, and sugar beets declined appreciably below that of 
1945, though cotton production in 1946 did rise substantially over 
that of the preceding year. An emergency program to improve the 
quality of farm work and increase the amount of machinery and 
other resources available to agriculture was adopted by the Central 
Committee of the Communist Party in February 1947. In 1947, 
1948, and 1949, official communiqués reported increased agricultural 
output in each of those years for particular crops, and — in 1949 — 
for livestock products, but no summary data on over-all farm pro- 
duction had been released through the end of 1949.7 

In September 1953 Khrushchev revealed that in 1952 gross agri- 

30 Ibid., pp. 69-70. 

31 Cf. the communiqués of the State Planning Committee and later the 
Central Statistical Administration of the Council of Ministers of the USSR 
released quarterly during 1947, 1948, and 1949. The brightest report on ag- 


ricultural output was made public in the communique published in the Soviet 
press on October 15, 1949. 
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cultura] output had been only 10 per cent above that of 1940. In 
terms of 1926-27 prices, this indicates that 1952 output was valued 
at 25,500,000,000 rubles, well below even the Fourth Five-Year 
Plan goal for 1950 of 29,500,000,000 rubles. The 10 per cent gain in 
1952 over 1940, small as it is, loses even more of its significance 
when it is recalled that in 1952 the Soviet population was probably 
10 per cent or almost 10 per cent larger than in 1940, while the 
geographic limits of the Soviet Union were somewhat bigger in 
1952 than they had been twelve years earlier. At best these figures 
seemed to indicate that from 1946 to 1952 Soviet agriculture was 
able to repair the great damage of World War II and keep pace 
with the increase of population, but no progress had been made 
toward increasing output rapidly enough to improve the quality and 
quantity of the Soviet diet above the poor level prevailing in 1940. 
While this record can hardly be termed complete failure in view of 
the great wartime losses, neither can it be considered at all com- 
mensurate with the glowing claims made by communist propaganda 
for the "enormous advantages of socialist agriculture." It may be 
noted that 1952 gross farm production was even less than that of 
1950. In 1950, that. production had been 14 per cent more than in 
1940, as compared with only 10 per cent more in 1952. 


Grain Production 


Grain production is the most important section of Soviet agri- 
culture, since bread and cereal products provide by far the over- 
whelming bulk of calories available to the Soviet people. Grain is 
also most important as a livestock feed. Soviet statistics of grain 
production include primarily wheat, rye, oats, corn, buckwheat, 
millet, barley, rice, and dry legumes. Grain crops are produced 
throughout all the major agricultural areas of the country and 
occupy the great bulk of the USSR’s total crop area. In recent years 
few data have been published regarding acreage, yields, and produc- 
tion of individual grain crops, so that the analysis below will be 
primarily in terms of grain production as a whole. 

As indicated in the discussion above, these data must be in- 
terpreted with great caution, both because of the increase in the 
area of the Soviet Union since 1939, and because of the changes in 
the method of calculating yields and production since 1933. Much 
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TABLE 26. Acreage, Yield, and Production of Grain in the USSR as Indicated by 
Official Statistics and Statements for Selected Years. 


Year Acreage Yield Production 
( MILLION HECTARES) (TONS PER HECTARE) (MILLION METRIC TONS) 
1913 .......... i .85 80.1 
31098 EPEE ET d A9 73.3 
1982 .......... lj .70 69.9 
1985 .......... T 87 90.1 
1987 .......... t 1.15 120.3 
1988 ...... s ; .93 94.9 
1940 ..... i 1.07 119.0 
1945 e : 78 66.5 
1946 ... t 61.0 
1941... t 97.0 
1948 .... ee t 115.0 
1949 .... eens fl 1.91 124.5 
1950 goal 1.90 127.0 
1950 actual 1.21 124.5 
OSL... see eee t 121.3 
1059 2a eter: . 131 130.0 
1058 55e me 3 1.11 199.01 
1955 goal T 174.3-186.8 


* Enlarged post-1939 territory. t Data unavailable. 1 Estimated. 
Sources: 1913—Sot. Stroi., pp. xxiv. xxv. 1928-38 —Jasny. op. cit., p. 793. 1940— Plano- 
voye Khozyaistvo, No. 2 (1946). p. 125. 1945 — Pravda, March 7, 1947. 1946-51 — Offi- 
cial Soviet communiqués. 1952—Calculated on basis of Malenkov's October 5, 1952. 
speech, 1953—Production estimated on basis statement in Pravda, January 31, 1954. 

at 1953 harvest almost reached 1952 level. Acreage and yield calculated on basis 
Pravda, March 6, 1954, statement that 1953 grain acreage was 3,800,000 hectares below 
that of 1940. 1955 goal calculated on basis Fifth Five-Year Plan Directives. 


of the apparent increase in yield and production shown above from 
1928 to 1937, in 1938, and in 1940 is attributable to these two factors, 
rather than to any great improvement in agricultural efficiency 
brought about by collectivization and mechanization. Dr. Jasny has 
estimated that to make the production data for the late 1930's 
comparable with those of 1932 and earlier, when only the crop 
actually put into barns was counted, deductions of 20 per cent and 
more must be made from reported grain yield and production 
figures for those years given in Table 26 above. The year 1937 was 
one of exceptionally good weather, and resulted in an excellent 
harvest. A comparison of the official figures and Dr. Jasny's corrected 
figures throws this light on production progress.?? 


32 Jasny, op. cit., p. 548. 
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Grain Production 
(MILLION METRIC TONS) 


Year Official Jasny 
1988... inus 73.3 73.3 
1980.2 rds 120.8 96 
1088. rev xn 94.9 76 
1089.5. stes nts 100.5 82 


Jf these corrected estimates represent the situation adequately, then 
grain production in the late 1930's in the USSR was about 15 per 
cent higher than in 1928, most of this increase being accounted for 
by the rise of about 10,000,000 hectares, or over 10 per cent, in the 
area sown to grain. 

The data for 1945 above show vividly the impact of war upon 
Soviet grain-raising, even though production in 1945 was probably 
much higher than in earlier war years. Between 1940 and 1945 
acreage declined almost 25 per cent, and yield fell almost 30 per cent, 
so that total output was only little more than half that of 1940. 
The drought of 1946, the lack of farm manpower and other produc- 
tion essentials, the organizational weaknesses of the collective farms, 
which had revealed themselves during the war — all these reduced 
grain output even below that of the previous year. The Soviet 
government claimed a 58 per cent rise in grain production in 1947 
over 1946, a rise so sharp as to be almost unbelievable. It seems 
likely that the new system of government crop inspectors introduced 
that year to check acreage and yield figures prevented the under- 
reporting of production that had taken place earlier and resulted 
in more over-reporting than usual even in modern Soviet crop 
statistics.?? 

From 1949 to 1952, the data in Table 26 suggest, Soviet grain pro- 
duction remained essentially stationary, the gain in 1952 little 
more than offsetting the decline during 1951. In 1958, the economic 
report published on January 81, 1954 revealed, the grain harvest 
was somewhat below the 1952 level. The 1955 goal of raising grain 
production 40 to 50 per cent above the 1950 level was pronounced 
unrealistic by foreign observers when this objective was first an- 
nounced in August 1952. In early 1954 there seemed no evidence 
to justify a change in this opinion, especially in light of the fact 
- 33 Cf. ibid., p. 736, and Sotsialisticheskoye Zemledeliye, July 11, 1947, for an 


account of the new system of government supervision over determination of 
crop acreage and production. 
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that the September 1953 Soviet discussion of agricultural policy 
made no reference to this goal. The omission seemed a tacit ad- 
mission of that goal's unrealistic nature. 

Just how much importance should be attached to the apparent 
20 per cent gain in grain yield between 1940 and 1952 is uncertain. 
Much of it may simply be the result of a greater degree of ex- 
aggeration of yields in 1952 than existed in 1940, but at least part 
of it may well be an actual gain resulting from improved weather, 
some improvement in farm work and the like. It must be re- 
membered, however, that the yield is estimated on the basis of 
an uncertain acreage estimate. Actually the apparent increase in 
grain yield may be entirely illusory since Dr. Lazar Volin has esti- 
mated that total 1952 grain acreage was 107,300,000 hectares, 
substantially more than estimated in Table 26. If Dr. Volin is 
correct, there was no significant gain in grain yields from 1940 
to 1952. 

As among different grains, wheat has been most favored in the 
postwar period. Khrushchev noted that in 1958 the area sown to 
wheat was 8,100,000 hectares greater than before the war. This 
contrasts sharply with the substantial reduction of over-all grain 
acreage from 1940 to 1952 shown in Table 26. But correspond- 
ingly, therefore, the area sown to other grain crops — particularly 
feed grain in all probability — must have declined very greatly. 
The need to feed the greatly increased Soviet urban population has 
undoubtedly been a major factor in the government's concentra- 
tion on raising wheat production. Wheat accounted for 30 per cent 
of 1938 Soviet grain production. In 1952 the corresponding per- 
centage would seem to have been substantially higher. 

The above conclusion was confirmed on March 6, 1954, when 
the Central Committee of the Communist Party disclosed that the 
1953 area sown to grain crops other than wheat and rye was 8,900,- 
000 hectares below the analogous 1940 area, though the total 1958 
grain acreage was only 3,800,000 hectares below the 1940 level. 
Judging by the sweeping program announced on that date for 
raising grain production, the disappointing 1953 grain output must 
have been quite a blow to Soviet leaders. The 1953 result seemed to 
make unattainable the 1955 grain production goal, unless drastic 


31 Lazar Volin, "The Malenkov-Khrushchev New Economic Policy," Journal 
of Political Economy, June 1954, p. 197. 
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steps were taken in 1954 and 1955. The nature of these steps will 
be discussed below. 


The pattern of grain utilization showed important changes in the 
late 1930's as compared with the years before World War I. If one 
compares the pattern of 1913 with 1938, the most striking shift is 
the great reduction of grain exports and the increase in the amount 
of grain consumed for food, the latter phenomenon being primarily 
the result of increased population. On the other hand, use of grain 
for livestock feed was less in 1938 than in 1913, even though it was 
already well above the low point of 1932 following the heavy loss 
of livestock during the great collectivization struggle.5 If any sub- 
stantial improvement is to be achieved in the diet of Soviet citizens 
in the future, livestock products — meat, milk, eggs, and so on — must 
be consumed in greater quantity. To produce one pound of meat 
usually requires feeding of five to ten pounds of grain. Hence im- 
provement in the Soviet peoples' consumption of livestock products 
obviously will require substantial increases in the amount of grain 
fed to livestock, increases that are out of the question unless a sub- 
stantial rise is achieved in grain output as a whole. 


Perhaps the most striking change in the pattern of grain distribu- 
tion under the Soviet regime before World War II was the increased 
share of the crop procured directly by the state and distributed by 
it. From the 73,300,000 metric tons of grain produced in 1928. the 
Soviet regime obtained 10,800,000 tons, or less than 15 per cent. The 
1939 grain crop, on a comparable barn basis, is estimated by Jasny 
to have been 82,000,000 metric tons. Of this the state obtained 
35,000,000 tons, or over 40 per cent. Most of this grain obtained 
by the state, as pointed out in the previous chapter, was secured at 
prices far lower than it could have been sold for in the free market. 
Only the government's complete domination of the peasantry 
through the collective farm system made this sharp change in the 
amount of grain obtained possible. In consequence, the government 
had sufficient grain in the late 1930's, not only to feed the rapidly 
rising urban population and the armed forces, but also to export 
about 1,000,000 tons of grain annually. Most important, the high 
government grain procurements in this period before the German 


35 Jasny, op. cit., p. 794. 
36 Ibid. 
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invasion of June 1941 probably permitted the accumulation of a sub- 
stantial grain stockpile, which proved invaluable when production 
was cut drastically after that invasion. Jasny indicates that the 
Soviet government’s grain stockpile may have increased by 10,000,000 
tons in the late 1930's3* Other estimates have put the figure sub- 
stantially higher. In the postwar period there have been indications 
that the Soviet government has followed the same practice of re- 
quiring high grain deliveries to the state to build up its food stockpile 
against war or other emergencies. 

Khrushchev has revealed that the Soviet government obtained 
40,000,000 tons of grain, through procurements and purchases, from 
the 1952 crop as against the 10,300,000 tons obtained from the 1926 
crop. In 1926 the Soviet grain harvest was 72,600,000 tons, so that 
after government purchases are allowed for, there remained to the 
peasants 62,300,000 tons for seed, livestock feed, peasant food con- 
sumption, and reserves. In 1952, if we deduct 20 per cent to convert 
the biological harvest into the actual harvest, the Soviet production 
of grain was 104,000,000 tons. After deducting the 40,000,000 tons 
taken by the government, this left the peasants 64,000,000 tons, less 
than 2,000,000 tons more than in 1926. In 1926 the rural population 
was 120,700,000; in 1952 the rural population was probably over 
130,000,000, if we take into account the probability that the Soviet 
Union's population in the early 1950's was over 210,000,000 in all. As 
for the urban population, Malenkov revealed that in 1953 it was 
80,000,000. We may summarize this analysis as follows: 


State Grain Peasant 
Urban Supply Rural Grain Supply 
Year Population (Tons) Population (Tons) 
1926-27 .... 26,314,000 10,300,000 120,718,000 62,300,000 
1952-58 .... 80,000,000 40,000,000 130,000,000+ 64,000,000 


This comparison shows clearly that over this 26-year period the 
Soviet government succeeded in increasing the grain supply avail- 
able to it at the rate needed to feed the rapidly growing urban 
population; but this was accomplished only at the expense of sub- 
stantially reducing per capita grain supplies for the rural — mainly 
peasant — population. In the face of these heavy grain procure- 
ments, there need be little wonder that the number of Soviet cattle 


47 Ibid., p. 560. 
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dropped by 2,000,000 during 1952. Soviet peasants, like people 
everywhere, put their own food needs ahead of those of livestock. 


In October 1952 and August 1953, Malenkov's speeches tried to 
deny or evade the fact that the grain shortage was an urgent Soviet 
problem. In the former speech he went so far as to declare: "The 
grain problem, which in the past was regarded as our most acute 
and gravest problem, has thus been solved, solved definitely and 
finally" The highly disappointing 1953 harvest apparently forced 
the Soviet leaders to face the grain problem publicly. The Central 
Committee decision on grain published in March 1954 stated the 
matter in this fashion: 


... the presently existing level of grain production, both as regards 
the gross harvest, and also its marketed portion, does not cover the 
growing needs of the national economy. There has arisen a dis- 
proportion between the quantity of grain becoming available for 
government disposition and the growth of state requirements. The 
quantity of grain remaining in the collective farms after these have 
fulfilled their requirements to the state also does not cover all the 
requirements of communal economy of the collectives. In many 
collective farms little grain is paid to collective farmers for their 
work-day earnings, particularly little feed grain, without which a 
sharp expansion of livestock is impossible. 


Even by squeezing the collective farms, in short, the government 
had been unable to get all the grain it needed. 

The program made public in March 1954 pinned its hopes on a 
general increase in the area sown to grain throughout the country, 
but particularly on the sowing to grain of 13,000,000 hectares (about 
32,500,000 acres) in Kazakhstan, Siberia, the Urals, the Volga Valley, 
and the North Caucasus. These new acres were to come from land 
previously left untilled, and it was hoped that by 1955 the additional 
acreage would supply about 18,000,000 metric tons of additional 
grain, of which 70 to 80 per cent might be marketed. Top priority 
was given to this program, with large numbers of tractors and com- 
bines being assigned to its execution. The recruitment of 100,000 
young people to do the manual labor required was ordered, as well 
as the transfer of thousands of technical personnel Presumably 
additional grain can be raised if these millions of additional acres 
are sown. But presumably too, these new acres are largely marginal 
lands with poor soil, uncertain rainfall, or both. Hence unless nature 
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is very kind with respect to rainfall, these new lands are likely to 
give low yields with the result that the additional grain obtained 
will be disappointing as well as expensive. The fact that there had 
been no hint of this grandiose program in the extensive official dis- 
cussion of farm policy in September 1953 suggested that this move 
was an improvisation prepared hastily after the unsatisfactory 1953 
grain harvest results became known. 

The Communist Party Central Committee report published June 
27, 1954, claimed a very substantial rise in 1954 spring grain plant- 
ings over 1953, 6,429,000 hectares. Of this it claimed that grain 
plantings on virgin and fallow lands accounted for 3,583,000 hectares 
as compared with the 1954 goal of 2,300,000 hectares of grain plant- 
ings on such lands. But this report of the new program's first sub- 
stantial success was marred by the same document's revelation of the 
confusion and chaos that had marked the effort to settle and plant 
these new lands, defects that must have made this effort very ex- 
pensive indeed. 

Probably more important, however, was the announcement of an 
important concession to grain farmers, one equivalent to raising the 
price paid for their grain. The Central Committee ordered grain 
requisition quotas, paid for at very low prices, reduced, thus leaving 
more grain to be sold the government at the higher state "purchase 
prices." 


Industrial Crops 


The Soviet Union produces a wide variety of industrial crops to 
meet food, fibre, and other needs. These include cotton for textiles 
and cottonseed oil; sugar beets, which provide almost all the 
country's sugar; flax for fibre, oil, and export; sunflower seeds for 
vegetable oil; hemp; soy beans; tobacco; kok-sagyz and other rubber 
plants; and so on. The production of most of these crops was highly 
localized before World War li, each being produced chiefly in a 
few areas. During and since that conflict there has been significant 
further dispersion of the growing areas for these crops. Neverthe- 
less even in 1950 each of these crops tended to be concentrated 
mainly in a few areas where climatic and soil conditions were par- 
ticularly favorable for it. In considering the data of Table 927, the 
qualifications mentioned earlier must be borne in mind in evaluating 
changes in yield and output. 
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TAnLE 27. Official Data on Acrcages, Yields, and Production of Major Industrial 
Crops for Selected Years, 1918-55. 


Acreage Yield Production 
Year (MILLION HECTARES) (TONS/HECTARE) (MILLION METRIC TONS) 


UNGINNED COTTON 


1913 .888 1.08 74 
1928 -971 .85 .82 
1932 2.179 .59 1.27 
1937 2.09 1.2 2.58 
1940 2.1 1.29 2.7 
1945 1.2 1.03 1.2 
1946 18 1.28 1.6 
1947 1.4671 = 1.9 
1949 - + over 2.7 
1950 goal 17 1.84 8.1 
1950 actual 2.3 1.63 3.75 
1951 s Ed 3.95 
1952 E bi over 3.95 
1955 goal d * 5.8-6.2 


1913 649 16.8 10.9 
1928 770 13.2 10.1 
1939 1.538 4.3 6.56 
1937 1.193 18.3 21.86 
1940 1.2 17.5 20.9 
1945 8 10.6 8.9 
1946 -938 i be 
1947 1.058f * M 
1949 > > 22.2 
1950 goal 14 19.0 26.0 
1950 actual 1.96 18.6 23.4 
1951 = * 27.4 
1955 goal * * 38.6-39.8 


Fire Frax 


1918 1.0 .88 83 
1928 14 24 32 
1932 2.5 .20 50 
1937 2.1 .27 57 
1940 24 27 ST 
1945 * s * 
1946 9 * $ 
1947 1.8t - z 
1950 goal 2.0 .40 .80 
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Taste 27 (Contd). 


Acreage Yield Production 
Year (MILLION HECTAnES) (TONS/HECTARE) (MILLION METRIC TONS) 
SUNFLOWER SEED 

1913 969 76 74 
1928 3.9 54 2.1 
1932 5.3 43 2.8 
1937 8.3 .64 21 
1940 8.5 .94 83 
1945 2.9 68 1.8 
1946 3.0 : x 
1947 3.1t x * 
1949 + - 8.8 
1950 goal 3.7 1.0 3.7 
1950 actual 3.6 .86 8.1 
1955 goal * * 4.7-5.0 


* Data unavailable. t Planned goal. 


Sources: Table compiled mainly from data in Sot. Stroi., pp. xxiv, xxv, 280, 339, and 
345; Jasny, The Socialized Agriculture of the USSR, passim; Itogi Vypolneniya Vto- 
rogo Pyatiletnego Plana, Bp. 92-94: N. Anisimov, Selskoye Khozyaistvo v Novoy 
Stalinskoy Pyatiletke, pp. 39-53; Pravda, April 10, 1946, February 28 and March 7, 
1947, April 17, 1951, August 20 and October 6. 1952; and Sot. Stroi. (1933-38), pp. 95-98 


Cotton. Cotton is the most important textile fibre of the Soviet 
Union, as well as the source of much cottonseed oil. Before the 
Soviet revolution about half of the cotton utilized in Russian textile 
mills was imported from abroad. Imports exceeding 100,000 tons 
annually were also required during the 1920’s. Determined to make 
themselves independent of foreign supplies of this important raw 
material, Soviet leaders ordered acreage expanded sharply during 
the 1930's. Increased fertilizer supplies helped raise yields sig- 
nificantly. Domestic production rose quickly, permitting imports 
to be slashed from 115,000 metric tons in 1929 to 58,000 tons the 
following year and only 16,500 tons in 1938.95 In later years be- 
fore World War II the Soviet Union was able to stockpile large 
amounts of the important fibre, though the textile needs of the 
Soviet people had not been fully met.?? 

Cotton-raising requires a warm climate and abundant moisture. 
Most Soviet cotton is raised on the irrigated land of Central Asia, 
particularly in Uzbekistan, which accounted for 60 per cent of all 
USSR cotton output in 1937. Large investments in irrigation works 
have been required for expansion of cotton-growing in these areas. 
During the 1930's Soviet leaders also sponsored the expansion of 
cotton-growing into new, unirrigated areas, including the southern 


38 Baykov, Soviet Foreign Trade, Appendix Table VI. 
39 Jasny, op. cit., p. 581. 
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Ukraine, the Crimea, and the North Caucasus, where the plant 
grows relatively far north and with relatively little moisture, so 
that yields have been quite disappointing. These new areas ac- 
counted for 23.9 per cent of all land sown to cotton in the USSR in 
1937, but produced only 9.1 per cent of the gross production.*? 

World War II wrought enormous damage upon cotton produc- 
tion. In the nonirrigated western areas, production dropped cat- 
astrophically or vanished entirely under the impact of German 
occupation. In the irrigated areas of Central Asia, large sections of 
cotton land were diverted to the growth of grain crops, which pro- 
vided needed food and required less labor. Cotton cultivation 
declined in quality and was without the aid of any large quantities 
of commercial fertilizer, so that yields fell sharply.*! 

After the war the Soviet government took energetic measures 
again to expand cotton production rapidly, offering farmers special 
inducements in the form of more grain, consumer goods, and 
priority upon fertilizers and farm machinery to increase their output. 
Cotton farms were also relieved of indebtedness to the state arising 
from past failure to make required deliveries of farm produce.* 
Nevertheless production improved only slowly in the early postwar 
years, and the Soviet press complained that much of the irrigation 
system was being used improperly, crop rotation was being intro- 
duced unsatisfactorily, agronomical requirements were being vio- 
lated, and so on.*3 

Apparently dissatisfied with the progress achieved in cotton pro- 
duction through 1948, the Soviet government issued a new decree 
on February 4, 1949, to speed the expansion of cotton output. To 
increase farmers’ interest in growing cotton, despite high labor re- 
quirements, delivery prices paid by the government were more than 
doubled.** Cotton growers were permitted to buy bread at special 
low prices and were given other economic advantages. Uzbeki- 
stan's farmers were told that if they met the government's 1949 
cotton delivery plan they would receive over 5,000,000,000 rubles, 
as compared with only 2,000,000,000 rubles for 1948 deliveries. In 


40 Entsiklopediya, col. 903. 

41 Jasny, op. cit., p. 568. 

42 Schwartz, Russia's Postwar Economy, p. 59. 
43 Pravda, April 3, 1947. 

51 Pravda, March 3, 1949. 
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addition this decree provided for increased delivery of machinery 
to cotton growers, expansion of irrigation works, and development 
of the cotton-ginning industry. 

The efficacy of these measures is indicated by the Soviet claim 
for 1952 which indicates that, on a biological yield basis, cotton 
output was about 4,000,000 tons, far above the prewar record. The 
appropriate discount for harvest losses was apparently indicated 
by Malenkov's statement that in 1952 the state had actually received 
3,770,000 tons of cotton, 70 per cent more than in 1940. Apparently 
both the increased acreage and increased yield per acre played a 
part in securing these results. 

Judging from published information, Uzbekistan was still the 
largest single cotton-producing area of the Soviet Union in the 
early 1950's. The Ukraine had the second largest cotton acreage, 
next to Uzbekistan, in 1952, but since this is planted primarily on 
low-yielding nonirrigated land, the Ukraine was not the second 
largest cotton-producing area. That distinction apparently be- 
longed to Tadzhikistan, which in 1952 had the largest acreage yield 
of cotton of any Soviet republic and was the second largest cotton- 
producing area.*? 

Frequent reports in the Soviet press have indicated that despite 
the impressive gains made in cotton production there is still much 
poor work in this area. The increasing numbers of cotton-picking 
machines are apparently used poorly and stand idle much of the 
time. Collective farmers in cotton areas are often accused of seek- 
ing to evade work in the fields when they are needed for the 
arduous work of cotton-picking by hand, still apparently the domi- 
nant harvest technique. Losses of cotton in the harvest are often 
substantial. 

In seeking to achieve the 1955 cotton-production goal of about 
6,000,000 tons (biological yield basis), emphasis is apparently being 
put primarily upon increasing yields through better quality feld 
work, provision of more fertilizers and insecticides, and related 
measures. 


45 Sotsialisticheskoye Zemledeliye, March 22, 1949. 

46 Pravda Ukrainy, September 25, 1952. Kommunist Tadzhikistana, Novem- 
ber 22, 1952. 

47 Cf. the typical complaints in Pravda, October 3, 1951, July 20, 1952, and 
October 9, 1952. Izvestia, September 30, 1952. Pravda Vostoka, December 
3, 1952. 
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For the Jonger-run expansion of cotton production beyond the 
planned level of 1955, the Soviet leaders had originally pinned 
their hopes on the great expansion of cotton acreage in Turkmen- 
istan and the Ukraine. This was to be made possible by the ir- 
rigation of large areas after the completion of the Chief Turkmen 
Canal and the South Ukrainian and North Crimean Canal The 
apparent abandonment of these projects, however, seems to have 
forced a drastic change of plans toward renewed concentration on 
growth of cotton production in Uzbekistan, in accordance with a 
comprehensive plan made public in the Soviet press, February 
12, 1954. The over-all objective of this plan is to increase cotton 
production in this region from 2,400,000 metric tons in 1953 to 
4.900.000 tons in 1958. It is uncertain, however, whether these 
figures are biological yields or are in terms of harvested crops. 
Though additional supplies of fertilizers, insecticides, mechanical 
equipment, and trained personnel are counted upon to help raise 
the yield per hectare from a planned 2.5 metric tons in 1954 to 
a planned 2.9 metric tons in 1958, the greater reliance is upon 
increasing area sown to cotton by over 25 per cent. This increase is 
to be achieved by planting an additional 600,000 hectares (about 
1,500,000 acres) of irrigated land to cotton. A little more than half 
of this land is to be obtained by extending the irrigation network, 
while the rest is to come from sowing to cotton irrigated land which 
was not so sown before 1954. About 40 per cent of the capital in- 
vestment required is to be paid for by the collective farms, the 
rest by the government. A somewhat similar program for Turk- 
menistan was published April 23, 1954. 

A general increase in the acreage sown to cotton in all areas of 
the Soviet Union capable of raising this crop was ordered by the 
March 1954 farm decision of the Central Committee of the-Com- 
munist Party. This decision's comments indicated that despite all 
past efforts the condition of Soviet irrigated lands still left much to 
be desired. The first success achieved by this acreage increase pro- 
gram was the 354,000 hectare gain in cotton-planted area in 1954 
as compared with 1958. 

Sugar Beets: Virtually all the sugar consumed in the Soviet Union 
is obtained from sugar beets. Production of this crop before World 
War II was largely concentrated in the Ukraine, where almost three 
quarters of all production was raised in 1985. The bulk of the re- 
maining production came from Kursk and Voronezh Provinces 
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north of the Ukraine. The rest of the output was scattered in small 
amounts over the rest of the country.‘® 

By 1928 the Soviet sugar-beet industry had exceeded the pre- 
revolutionary acreage but was still below it in yield and total out- 
put. Sugar-beet production was hit very hard by the disorder of 
the collectivization period and the forced expansion of sown acre- 
age. In 1932 one third of the sharply higher acreage went un- 
harvested, and total output was much less even than in 1913.49 By 
1987 substantial improvement had taken place as the earlier con- 
fusion was ended and more fertilizer and other resources were 
available. During the 1980's too, production was extended east- 
ward into the Volga Valley and Asia. 

The war brought about a catastrophic decline in Soviet sugar 
output. Almost all major Soviet sugar-beet-growing areas, includ- 
ing the Ukrainian Republic and Kursk and Voronezh Provinces, 
were occupied by the Germans and held for a considerable period of 
time. By 1945 sugar-beet production, even when accounted for on 
the inflated biological crop basis, was well below that of either 
1918 or 1928, while acreage was one third below that of 1940. 

In 1946 drought sent production down even below that of 1945, 
so that the actual amount of sugar beets available may have been 
approximately as low as in 1982, though the 1946 population of 
the USSR was far above that of a decade and a half earlier. 
Energetic measures taken to increase the supply of fertilizers and 
machinery and to organize production more effectively succeeded in 
improving the situation substantially, so that in 1947 the production 
of sugar beets increased 190 per cent over the very low level of 
1946. 'This probably raised production above the 1928 level but still 
left it well below the 1940 mark. It seems significant that the govern- 
ment economic report for 1949 made no claim that the prewar level 
of sugar-beet output had been equaled or exceeded. Sugar-beet 
production in 1950 was officially announced as having been 2,500,000 
metric tons more than output in 1940. This is obviously equal to 
about 23,400,000 metric tons, almost triple the crop grown in 1945, 
but below the 1950 goal of 26,000,000 tons. 

In 1952, Malenkov announced, the Soviet government received 
for processing about 22,000,000 tons of sugar beets. This is ap- 


48 Sot. Stroi., p. 346. 
49 Jasny, op. cit., p. 583. 
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parently over 20 per cent less than the implied biological yield for 
1952. Khrushchev indicated that the 1958 sugar-beet acreage was 
28 per cent more than that of 1940, or about 1,576,000 hectares. He 
placed the goa! for the actual, as distinguished from the biological, 
harvest in 1955 at 35,000,000 metric tons, a 13,000,000 ton gain over 
1952. This was to be obtained, he said, by increasing sugar-beet 
acreage in old areas raising this crop, extending sugar-beet growing 
to new regions, and, chiefly, by raising yields. 

By 1952, the Ukraine had apparently regained its prewar position 
as the dominant sugar-beet area of the Soviet Union, having planted 
over 900,000 hectares to this crop, or well over half the national 
total. Complaints of high losses during harvesting, poor use of 
sugar-beet harvesting combines, and the like suggested that in the 
Ukraine and elsewhere much improvement could still take place 
in sugar-beet farming.5! 

In August 1953 Malenkov reported that production of refined 
sugar that year would be 8,600,000 tons, almost 70 per cent more 
than in 1940. The sugar production goals for 1954, 1955, and 1956 
respectively are: 5,800,000 tons, 6,600,000 tons, and 7,100,000 tons. 

The March 1954 farm decision of the Communist Party Central 
Committee ordered that during 1954-56 Soviet sugar-beet acreage 
be increased by 300,000 hectares in the areas most suited to this crop. 

Sunflower Seed: Sunflower seed is one of the USSR's most im- 
portant sources of vegetable oil for food, soap, and other industrial 
uses. In the mid-1930's most of this crop was grown in the Ukraine, 
North Caucasus, and adjoining areas, though output in Kazakhstan 
and Western Siberia was on the increase. The acquisition of Bes- 
sarabia from Rumania before USSR entry into World War II added 
an important sunflower growing region to the USSR. 

Production of sunflowers grew sharply in the 1920's, before collec- 
tivization of Soviet agriculture. A large increase in acreage also took 
place between 1928 and 1932, but was accompanied by a significant 
decline in yields, so that output as a whole increased little. By 1940 
a record amount of sunflower seed was reported produced, in part 
because of the acquisition of Bessarabia and in part because of the 
artificial increase in reported production resulting from the shift to 
accounting in terms of "biological crop." Sunflower acreage in 1945 


50 Pravda Ukrainy, September 25, 1952. " 
51 Sotsialisticheskoye Zemledeliye, October 9, 1951, and November 1, 1952. 
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was much nearer 1940 levels than in the case of the major industrial 
crops, but the yield had fallen a third, so that output was below that 
of 1928. 

The data in Table 27 suggest that Soviet sunflower-seed output 
exceeded that of 1940 in 1949, but fell well below it in 1950. In 
1958 Khrushchev said that the collective-farm sown area of oil 
cultures had exceeded the prewar level, but he complained sharply 
of the low yields of sunflower seeds, suggesting that this major 
source of vegetable oils was still in unsatisfactory shape eight years 
after World War II had ended. His speech of February 1954 called 
for increasing the area planted to sunflowers and other oil seed 
plants by 500,000 to 600,000 hectares. 

Fibre Flax: The USSR has long been one of the world’s major 
producers of long fibre flax, the raw material for the important linen 
industry and at times a major export item. In 1938 about half the 
acreage of this crop was concentrated in the western and north- 
western areas, from Kalinin Province to Belorussia. There was also 
significant acreage in Molotov Province in the Urals and in Western 
Siberia. Fibre flax production requires a great deal of manual 
labor, though machinery has been developed and introduced in 
recent years to reduce the hand labor needs. Acreages devoted to 
this crop in the 1980's were usually twice as great as in 1918, but 
the yield per hectare obtained was sharply lower, as the data of 
Table 27 show. Because of its high labor requirements and the 
great food shortages of the war years, both acreage and yield of 
this crop were catastrophically low in 1945, so that the Soviet 
government was faced with a very difficult task of rehabilitating 
production. Many complaints appeared in the Soviet press during 
the first few postwar years regarding the poor quality of work 
being done in rehabilitating this branch of agriculture. High losses 
in harvesting, poor quality of product, and unwillingness of farmers 
to participate in harvest work were among the deficiencies publicly 
condemned. To provide greater incentives for increased pro- 
duction and improved quality, a government decree, apparently 
adopted in early September 1948, made a number of significant 
concessions to growers. Instead of being one of the crops farmers 


52 Entsiklopediya, column 906. 
53 Pravda, September 17, 1948; Izvestia, August 10, 1949; Sotsialisticheskoye 
Zemledeliye, August 13, 1949. 
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must deliver for extremely low prices in fulfillment of tax obligation 
to the state, flax became one of the crops delivered to the state 
under the contract system, presumably under much more advanta- 
geous price terms. Farms delivering flax also were guaranteed the 
right to purchase quantities of wheat and textiles under advanta- 
geous conditions and in proportion to amounts delivered, with 
bonuses for deliveries in excess of plan. Similar changes were 
effected in tbe delivery system for hemp, apparently also to stimulate 
higher production." This may have helped overcome previous back- 
wardness, for the 1949 output of flax was announced to have ex- 
ceeded prewar levels.55 A competent observer has expressed skep- 
ticism at this claim, pointing out no similar claim was repeated for 
1950.5* At any rate Khrushchev's withering statement regarding this 
crop's situation as of September 1953 leaves no doubt about the poor 
situation as of that date:57 
Such important technical crops as fibre flax and hemp require atten- 
tion. Conditions conducive to their development have been created. 
. .. But despite the great aid shown by the state during the postwar 
period to MTS and kolkhozy in the flax and hemp regions, the con- 
dition of production of these crops continues to be extremely unsatis- 
factory. . . . The sown area of these crops has not only not been 
restored to the prewar levels, but has greatly decreased during the 
past three years as compared with 1950. Yields and quantities 
marketed of these crops remain low. Little concern is shown for 
providing collective farms with their own fibre flax seeds. 
He blamed the low degree of mechanization of work on these 
very labor-intensive crops for this situation, and said much of the 
flax is lost after being raised because it cannot be harvested and 
given primary processing in good time. The March 1954 farm 
decision of the Communist Party Central Committee revealed that 
in the previous three years the area sown to flax had actually fallen 
35 per cent. The May 12, 1954, decree on raising fibre flax and 
hemp production aimed to provide greater incentive to farmers 
raising these crops by increasing sharply prices paid by the govern- 
ment for deliveries of these crops. It set the following goals for 
1955-57. 
“54 Izvestia, September 15 and October 2, 1948. 
55 Pravda, January 18, 1950. 
56 Lazar Volin, A Survey of Soviet Russian Agriculture, p. 147. Washington: 


U. S. Department of Agriculture, 1951. 
57 Pravda, September 15, 1958. 
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1955 1956 1957 
Sown Area (000 hectares)... s... esses 1,400 1,750 2,000 
Fibre Delivered to State (000 tons) .......... 210 288 350 


Other Crops 

The USSR produces many other crops beside those mentioned or 
considered in detail above. Potatoes are important for food, animal 
feed, and alcohol output, and are produced widely throughout the 
country, both on farms and in small "victory gardens" worked by 
millions of urbanites each growing season. A wide variety of 
vegetables is grown in the USSR, as well as fruits and berries of all 
kinds, though the consumption of these supplementary foods per 
capita is far below that customary in countries with higher-quality 
diets. Tea-growing has been traditionally concentrated in Georgia, 
along with citrus-fruit-raising, but efforts have been made in the 
postwar period to expand the numbers of areas in which such 
specialty crops are grown. 

The fact that 18 to 19 million urban workers have had to cultivate 
potato and vegetable gardens in the postwar period is a revealing 
indication of the inadequacy of farm production of these foods to 
meet the country's needs. The importance of this type of output 
is indicated by the fact that urbanites produced over 14 million 
metric tons of potatoes and vegetables in 1948. The number of such 
“victory gardens" grew from 5 million in 1942 to 19 million in 1948.55 
Far from being a temporary measure of the war and immediate 
postwar periods, mass gardening by millions of Soviet urbanites has 
been put on a long-time permanent basis. A Soviet government 
decree issued February 24, 1949, provides that workers be perma- 
nently assigned garden plots on unoccupied land in and near cities 
and towns. Workers receiving this land, however, must commit 
themselves to remain employed at their place of work for five years 
thereafter. Workers are being encouraged even to plant fruit trees, 
which do not begin to bear until after several years, as well as to 
plant potatoes, green vegetables, and other food crops.5? 

The chronic vegetable and potato shortage of the Soviet Union 
was finally publicly recognized and acted upon after Stalin's death. 
Khrushchev diagnosed the situation, somewhat disingenuously, in 
these terms in September 1953: 


58 Trud, March 4 and September 3, 1949. 
59 Professionalniye Soyuzy, September 1949, pp. 16-18. 


AGRICULTURAL PRODUCTION 875 


Demand for potatoes and vegetables has risen so that their current 
production level must be recognized as completely insufficient. In 
recent years yields and gross harvests of these crops have fallen 
rather than increased. Areas sown to vegetables have declined by 
250,000 hectares as against 1940. Areas sown to potatoes have 
increased for the country as a whole . . . but there has been per- 
mitted a decline in yield in many areas which has brought about a 
decline in the gross potato harvest. 

The decline in the gross potato harvest and the insufficient produc- 
tion of vegetables hinders us from seriously improving delivery of 
these products to the workers of cities and industrial centers. 


He followed up by prescribing a program for increasing potato and 
vegetable production through increasing incentives for such out- 
put — by means of higher government prices — and by means of 
increasing the supply of machinery, greenhouses, irrigated land, and 
other necessities for these crops. The continued shortage of 
potatoes and vegetables eight years after the war was best summed 
up by the newspaper Trud on April 7, 1954. It revealed then that 
in 1953 over 18,000,000 urbanites had tilled gardens from which 
they gathered about 10,500,000 tons of potatoes and vegetables. 


Livestock 


As a consequence of the primitive state of their agricultural pro- 
duction, the Soviet Union’s people feed primarily upon grain foods 
and other vegetable products. The number of livestock per capita 
in the USSR is relatively small, and the productivity of these live- 
stock, in terms of meat, milk, wool, eggs, and other livestock prod- 
ucts, is rather low. Soviet per capita consumption of the major foods 
and raw materials obtained from livestock is very low compared to 
the United States or other countries having high standards of living. 
An increase in livestock numbers and improvement of their produc- 
tivity have been among the major goals of Soviet agricultural plans 
for two decades and more, but these plans have often gone un- 
realized. In actuality, the number of livestock in Soviet herds has 
fluctuated very violently, in response to the mighty forces that have 
acted upon Soviet agriculture in the past three decades and more. 
This is indicated in Table 28. 


80 The government decree reciting measures to be taken for increasing potato 
and vegetable output appeared in Pravda, September 29, 1953. An English 
translation appears in Current Digest of the Soviet Press, November 18, 1953. 


376 AGRICULTURAL PRODUCTION 


Taste 28. Numbers of Horses, Cattle, Hogs, and Sheep and Goats in the USSR 
for Selected Years, and Goals for the Future. 


Horses Cattle Hogs Sheep and Goats 
Jan. 1 Jury] Jan.1 Jury] Jan. 1 Jury] Jan. 1 Jury 1 
(MILLIONS OF HEAD) 


35.5 60.3 20.3 112.0 
38.2 58.4 23.0 96.3 
36.1 33.5 66.8 70.5 27.7 26.0 114.6 146.7 
19.6 40.7 11.6 52.1 
15.4 15.6 33.5 42.4 11.5 17.4 36.5 519 
162 17.5 50.9 63.2 25.7 30.6 66.6 102.5 
21.0 54.5 27.5 91.6 
10.5 47.0 10.4 69.4 
18.7 57.2 24.1 99.0 
15.3 56.6 985 109.9 
15.2 67.5 35.5 159.0 


Sources: Pravda, September 15, 1953. Fifth Five-Year Plan directives and standard 
Soviet statistical yearbooks and economic communiques. 


The data above are presented in two variants, for January 1 and 
July 1, because the times at which livestock censuses have been 
taken in the USSR have varied. It will be seen clearly from the 
figures above that data for these different times cannot be compared 
directly because of the great seasonal variation in livestock numbers 
during each year. 

Comparing the data for July it can be seen that, by the eve of 
mass collectivization in 1928, herds of cattle, sheep and goats, and 
hogs had been increased well above the 1913 levels, despite the 
heavy losses of World War I and the civil war following it. By the 
middle of 1932, however, the struggle over collectivization and 
the confusion reigning on the hastily organized kolkhozy had re- 
sulted in the loss of roughly 40 per cent of all horses, over 40 per 
cent of all cattle, over half of all hogs, and almost two thirds of all 
sheep and goats, an agricultural catastrophe without parallel in 
peacetime. By 1938 the number of hogs had recovered to more 
than the 1928 level, but the numbers of horses, cattle, and sheep 
and goats were still far below precollectivization levels. This re- 
covery was the result of the consolidation of the collective farm 
system and of the permission given to the individual collective 
farmer to own and raise livestock. 

World War II resulted in huge numbers of livestock being de- 
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stroyed, and though some recovery took place in 1944 and 1945, 
the data for the beginning of 1946 show that the number of horses 
was only about half the prewar total" and the number of cattle 
was about 15 per cent, the number of hogs some 60 per cent, and 
the number of sheep and goats 25 per cent, under the 1941 totals. 
By early 1946, too, significant numbers of livestock seized in the 
areas of Eastern and Central Europe occupied by the Red Army 
had arrived in the USSR and were included in the totals, so that 
these figures understate the degree of war loss. 

The bad grain harvest of 1946, which lowered feed grain supplies 
particularly, and the postwar disorganization of Soviet agriculture 
were both reflected in the failure of livestock herds to increase at 
all during 1946. Cattle, horse, and sheep and goat numbers dropped 
slightly during the year, and the number of hogs — animals par- 
ticularly dependent upon grain feed — dropped by almost two 
million, or over 15 per cent, to a figure close to the worst in all 
Soviet history. The three-year program for agricultural develop- 
ment adopted in February 1947 by the Central Committee of the 
Communist Party set up new detailed goals for the expansion of 
livestock numbers and the increase of meat, milk, wool, and other 
livestock product output. The goals set up by this plan are shown 
in Table 29. 


TABLE 29. Livestock in the USSR on January 1, 1941, 1947, and 1951, and Goals 


for 1948-49. 
Cattle Hogs Sheep and Goats 
ALL COLLECTIVE ALL COLLECTIVE ALL COLLECTIVE 
FARMS FARMS FARMS FARMS FARMS FARMS 
Year (MILLIONS OF READ) 
Jan. 1l, 1941, actual. 54.5 20.1 27.5 8.2 91.6 41.9 
Jan. 1, 1947, actual . 46.8 15.8 8.6 2.4 69.1 89.1 
Jan. 1, 1948, goal .. 52.0 18.4 13.4 4.6 84.7 46.0 
Jan. 1, 1949, goal .. 56.1 21.2 20.3 6.3 97.8 53.7 
Jan. 1, 1951, actual . 57.2 28.1 24.1 12.2 99.0 68.3 


Sources: Table 28, Pravda, February 28. 1947, and Bolskaya Sovetskaya Entsiklopediya, 
0l. 16, p. 113. 


The analysis of the livestock situation presented by the Central 
9! But this may exaggerate the decline in the total number of horses in the 


USSR, since these figures do not include army horses, whose numbers were 
probably substantially higher in early 1946 than in early 1941. 
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Committee before it adopted the program of Table 29 emphasized 
the lack of feed on many farms, the carelessness in handling much 
of the livestock, the low rate of natural increase among the live- 
stock, and the large number of animals slaughtered to provide meat 
for collective farms. The latter phenomenon was blamed in large 
part upon the fact that a significant number of collective farmers 
did not even have a cow, so that their needs for meat, milk, and 
other livestock products had to be met from the animals belonging 
to the collectives as a whole.9? 

Livestock numbers increased sharply in 1948. The planned goals 
set for attainment by the beginning of 1949 were not attained, how- 
ever, although collective farms did exceed th^ »rewar numbers of 
cattle and sheep and goats. A decree of the Soviet government 
published in April 1949 presented this analysis of the livestock 
situation: 


. as a result of underestimation by local party, government, and 
agricultural agencies of the need to develop collectivized animal 
husbandry, the increase in livestock and its productivity lags behind 
the requirements of the national economy. Thus far not all collective 
farms have provided themselves with cattle and sheep divisions, and 
a large number of collective farms do not have hog or poultry divi- 
sions. The fixed minimum number of livestock for the collective 
farms at present is insufficient and retards the further development 
of communal animal husbandry . . . [many] collective farms are not 
taking the requisite measures for further growth of the collective 
herds. In addition, collectivized livestock suffer large losses annually 
from murrain and barrenness of the breeding stock, and have low 
productivity as a result of poor feeding and upkeep of the stock in 
many collective farms and also poor care for the animals . . . much 
poorly-fed stock is slaughtered so that collective farms give up too 
large a number of head of livestock in fulfilling the obligatory deliv- 
eries of meat to the state and thereby undermine the possibility for 
quicker growth of livestock numbers. To this time violations of the 
charter of the agricultural artel are still allowed in collective farms 
and the practice of squandering livestock from the cattle farms of 
the collectives has not been overcome. An excessively large number 
of collectivized animals in the collective farms are used for so-called 
internal needs. 

This decree ordered that energetic measures be taken to end these 


deficiencies. It declared that the primacy of collective and state 


62 Cf. Politburo member A. A. Andreyev's speech in the Soviet press, March 
7, 1947. 
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farms in animal husbandry must be assured by increasing the num- 
ber of their livestock and raising these animals' productivity. Exist- 
ing legal minimum numbers of livestock must be raised, and all 
collective farms were required to have cattle, sheep, hog, and 
poultry divisions. On collectives failing to attain the minimum 
numbers of livestock and to organize the livestock-raising divisions 
required by this decree was imposed a 10 per cent rise in obligatory 
meat, milk, and wool deliveries to the state, beginning in 1950.9: 
Other provisions called for rapid expansion of feed-growing on 
collective farms; a greatly increased rate of mechanization of farm 
operations connected with livestock, such as feed preparation, milk- 
ing, sheep-shearing, water supply, and so on; and the building of 
great numbers of barns and other livestock buildings. The increase 
of livestock on collective farms provided by this decree is indicated 
in Table 30. 


TanBLE 30. Livestock Holdings of Collective Farms, January 1, 1949 and 1953, 
and Goals for 1950, 1951, and 1952. 


Cattle . Hogs Sheep and Goats Poultry 
Year (MILLIONS OF HEAD) 
Jan. 1, 1949, actual ...... 20.9 5.3 50.7 unknown 
Jan. 1, 1950, goal ....... 24.0 10.0 62.4 65.0 
Jan. 1, 1951, goal ....... 28.0 13.0 73.0 120.0 
Jan. 1, 1952, goal ....... 34.0 18.0 88.0 200.0 
Jan. 1, 1958, actual ...... 30.3 18.1 77.2 unknown 


Sources: Goal figures fram Pravda, April 19, 1949. January 1949 data calculated on 
basis of figures in Pravda, March 24, 1950. 1953—Pravda, September 15, 1953. 
During 1949 collective farms increased their livestock holdings 
substantially. By January 1, 1950, they had about 25,500,000 cattle; 
9,500,000 hogs; and 60,300,000 sheep and goats. These figures 
indicated that they had exceeded the goal figure for that date with 
respect to cattle but had fallen substantially below the objectives 
for hogs and for sheep and goats. Reports published in the Soviet 
press told of substantial progress in creating livestock divisions on 
collective farms and in building barns and other structures required 


93 Except for collective farms not raising grain, which need not raise poultry, 
and others having unsuitable conditions for hogs. 

84 The quotation and these provisions are from the decree published in the 
Soviet press, April 19, 1949. 

85 Calculated on basis of data in Pravda, March 24, 1950. 


380 AGRICULTURAL PRODUCTION 


for animals. Many complaints were voiced, however, that progress 
was slow in creating the feed base necessary for increasing livestock 
numbers, and that much improvement was still required in the 
future to permit attainment of the goals for 1951 and 1952. It should 
be noted that part of the increase in collective-farm livestock reg- 
istered in 1949 represented merely the fact that many individual 
peasants in the western areas of the USSR were collectivized during 
that year. The actual net increase of livestock on these farms, there- 
fore, was probably substantially less than is indicated merely by a 
comparison of the 1949 and 1950 data. 

One of the most important pieces of information released in the 
decree of April 19, 1949, was a set of statistics on the livestock hold- 
ings of various groups of private individuals. Since similar data 
exist for the number held by these groups on January 1, 1938, in the 
smaller territory included in the USSR then, a conditional compari- 
son can be made — as in Table 31. 


TABLE 81. Livestock Holdings of Collective Farms and Groups of Private Owners 
in the USSR, January 1, 1938, and January 1, 1949. 


Cattle Hogs Sheep and Goats 
1938 1949 1938 1949 1938 1949 
Group ( MILLIONS OF HEAD) 
Collective Farms .... 148 20.9 6.3 5.38 22.8 50.7 
Collective Farmers ... 95.1 19.1 12.8 3.7 307 18.5 
Individual Farmers .. 1.5 8.9 0.8 1.9 2.4 2.8 
Nonfarm Persons .... 49 7.0 1.9 1.6 24 5.2 


Sources: Table 30, decree of April 19, 1949, and Sot. Stroi. (1933-38)}p. 103. 


These data show conclusively that the outstanding feature in 
the changing pattern of livestock ownership from 1938 to 1949 was 
the tremendous decline in the livestock holdings of the collectivized 
peasantry, particularly in hogs. Simultaneously the collective farms 
increased the number of cattle and sheep and goats they owned 
very substantially, while suffering only a relatively nominal drop 
in the number of hogs. If it is remembered that there were prob- 
ably close to 3,000,000 individual peasants in the USSR on January 
1, 1949, the figures above are put in proper perspective. The increase 
registered for this category between 1938 and 1949 reflected only 
the addition to the USSR of these peasants from the western areas 
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annexed after 1938. The growth of the cattle and sheep and goats 
owned by nonfarm persons is explained by the great growth of 
urban "victory gardens" and related farm activities resulting from 
the food scarcity of the war and postwar years. The number of 
hogs owned by such persons on January 1, 1949, was less than the 
number owned by this category on January 1, 1938, when such 
large cities as Lwow, Tallin, Vilna, and Riga were not in the USSR. 


The poverty of the individual livestock holdings of collective 
farmers in 1949 may be seen in the figures given in the table above 
are divided by the number of such farmers. On the average, it would 
seem likely that each collective farmer may have had about one 
head of cattle and one sheep or goat; only one in four or five had 
a hog. Of course, some collective farmers had more than one head 
of cattle or more than one sheep or goat, suggesting that at the be- 
ginning of 1949 many others had no livestock at all, not even a cow 
to provide milk for their families. This situation was in part the 
result of war losses, but even before the war, in 1939, the govern- 
ment had begun to follow actively a policy of reducing the indi- 
vidually owned livestock of collective farmers by requiring them to 
sell large numbers of animals to the collective farms. In the postwar 
period the government continued this policy of favoring collective- 
farm livestock herds over individual collective-farmer ownership. 
It is noteworthy that the decree of April 19, 1949, provided for com- 
pulsory sales of collective farmers' cattle to collective farms. The 
objective of this policy was clearly to prevent the livestock holdings 
of the kolkhozniki from rising to the extent of permitting them to get 
appreciable income from this source and tempting them to withhold 
their labor from the collective farms in favor of working with their 
own livestock. 


The complex postwar livestock policy described above produced 
some significant results. Between January 1, 1946, and January 1, 
1953, as Table 28 shows, the number of Soviet horses grew by 
about 50 per cent, cattle over 40 per cent, hogs 25 per cent, and 
sheep and goats well over 100 per cent. These were no mean 
achievements, but the total reached fell far short of the Soviet 
Union’s needs. Moreover, since much of the gain was made by 
the collective farms at the expense of keeping down the private live- 
stock holdings of the collective farmers, serious tensions were created 
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which made for considerable difficulties. These facts were finally 
openly recognized after Stalin’s death. The Central Committee of 
the Communist Party described the Soviet livestock situation in 
these terms in September 1958: £6 


. .. the rise in the number of head of socialized livestock and the 
level of its yields are completely inadequate. The number of cows 
in the country has fallen 3,500,000 below the prewar level and 
8,900,000 below the 1928 figure. During 1952 the total number 
of cattle in the whole country was allowed to fall 2.200,000 and 
the number of cows 550,000 . . . the number of horses has fallen by 
60 per cent as compared with the prerevolutionary period and 27 
per cent compared with 1940. Correct management of the economy 
would have permitted a large rise in the numbers of productive 
livestock following the fall in horse numbers. But this did not 
happen. Year after year the state plans for increasing livestock 
numbers are not met. Yields in animal husbandry remain very low 
because livestock receive poor care. Recently the milk yield, wool 
clip, and some other qualitative indexes for livestock farming have 
been falling on collective farms. The collectives suffer great losses 
of livestock every year from disease and do not get a large number 
of young animals because female livestock are sterile. Instead of 
organizing work so that livestock divisions of collective farms assure 
the needed multiplication of socialized livestock, many directors 


of collective farms . . . continue to make large-scale purchases of 
livestock from collective farmers. . . . 
The unsatisfactory situation . . . results primarily from the lag in 


the procurement and production of feed. On many collectives grass 
planting is poorly developed, grass yields are extremely low, and 
the growing of feed root and melon crops as well as of corn and 
sunflowers for silage is neglected... . 

Numerous collective farms give a large portion of their animal] prod- 
ucts to the government as obligatory deliveries, but the present pro- 
curement prices for meat, milk, butter, and eggs have not created 
the necessary interest to induce collective farms and their members 
to develop socialized livestock-raising. 


Khrushchev, in his speech before the Central Committee meeting 
which adopted the resolution quoted from above, added this 
revealing item of information: 

Compared to the prewar level, the number of individually owned 
livestock has fallen by 6,500,000 head. The number of collective- 


farm families which do not have their own cow has increased to 45 
per cent of the total. 


€6 Pravda, September 13, 1953. 
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He then enunciated this sharp reversal of policy: 


. . . local Party, Soviet, and farm agencies must wholly end the wrong 
practice of infringing upon the personally owned livestock of the 
collective farmers. Only people who do not understand the policy 
of the Party or the policy of the Soviet state see any threat to the 
socialist system in the presence of individually owned productive 
livestock on a collective farmer's private holding within the limits 
set by the Collective Farm Statutes. 

The time will come when the development of socialized livestock 
will have attained such a level that the personal requirements of 
the collective farmers for livestock products will be entirely satisfied 
by the communal economy. Then it will be disadvantageous for the 
collective farmers to have personal livestock. But while we do not 
have such a situation . . . the existence of livestock individually 
owned by collective farm families is not a hindrance but an aid to 
the communal livestock. . . . 


A complex decree was adopted to effect changes deemed necessary 
to improve the situation. Government prices for procurement of 
livestock were raised sharply; the amounts of livestock products 
collective farms are required to deliver to the government at low 
procurement prices were cut substantially; collective-farm arrears in 
delivering livestock products were forgiven; collective-farm live- 
stock-product deliveries to the state were put upon a uniform basis 
for the country, and officials were forbidden to require greater de- 
liveries from more prosperous than from less prosperous farms in 
one area; acreages devoted to feed crops were ordered increased 
substantially; Soviet industry was ordered to supply agriculture 
with larger quantities of machinery needed for feed crop cultivation 
and for labor-consuming tasks in livestock-raising, such as milking 
cows. The decree also ordered that hereafter the Soviet livestock 
year is to begin October, rather than January, Ist. It set up these 
livestock goals (in millions) for October 1, 1954: © 


Collective Farmers 


Collective State and Other 
Total Farms Farms Private Owners 
Cattle: «cens 65.9 35.0 4.8 25.7 
Cows ...... nn 29.2 11.5 16 16.0 
Pigs eee 34.5 21.5 4.3 8.5 
Sheep ........... 127.4 99.0 13.0 18.0 
Goats: mess 17.0 5.0 a 11.9 


67 The decree appeared in Pravda, September 26, 1953. An English trans- 
lation appears in the Current Digest of the Soviet Press, November 7, 1953. 
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These targets were apparently based upon an overly-pessimistic 
evaluation of the Soviet livestock situation as of the fall of 1953. 
This is indicated by the fact that the census of livestock conducted 
on October 1, 1953, found that in two categories, pigs and sheep 
and goats, the Soviet Union actually had more animals than these 
targets called for the country to have by October 1, 1954. The actual 
figures found on the 1953 date — as revealed in the official economic 
report for that year — were 63,000,000 cattle (including 26,000,000 
cows), 47,600,000 pigs, 138,500,000 sheep and goats, and 16,200,000 
horses. It may be that the more liberal policy toward private live- 
stock announced two weeks before the 1953 census was held induced 
peasants to report their livestock holdings more fully and accurately 
than in earlier periods, when there was good reason for them to try 
to hide part of the livestock from the government census-takers. 
In any case the revelation of this unexpected situation was accom- 
panied by a state declaration that the October 1954 goals had been 
raised beyond the original levels, so as to take account of the actual 
1958 situation. 

Khrushchev's speech of February 23, 1954, gave some evidence 
that the policy of encouraging the private ownership of livestock 
had had some success in 1953. He gave these data on the growth of 
these holdings during that year. Cows: 630,000 or 4 per cent. 
All cattle: 1,875,000 or 6 per cent. Sheep and goats: 2,690,000 or 
12 per cent. Hogs: 6,130,000 or 77 per cent. These gains repre- 
sented improvement, but hardly solved the problem of peasant 
poverty. 


Livestock Products 


As the result of the sharp variations of livestock numbers in the 
USSR over the past several decades, the output of meat, milk, eggs, 
leather, and other livestock products has also fluctuated very much. 
This is indicated by the data in Table 32. 

Table 82 indicates that the struggle over collectivization reduced 
Soviet output of the major livestock foods to little more than one 
third of the 1927-28 level in the case of eggs, and to about half of 
the 1927-28 level in the case of meat and milk. Even by 1938 the pre- 
collectivization production levels had not been reached, although 
there had been a significant rise in population over the decade. The 
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Taste 82. Production of Meat, Milk, and Eggs in the USSR in Selected Years. 


Meat Milk Eggs 
Year (MILLION METRIC TONS) (BILION) 
1097-98 a ARS 3.6 30.1 10.5 
1900-80 nee ion T 45 28.0 xi 
1088... e p EE E e EFL 17 18.8 3.6 
OIA: uii eios ssa ERR Re eet 15 20.9 4.2 
1988 EELER E TETA 3.3t 28.9T 8.5 


* Unavallable. 


t Preliminary. Jasny believes that milk production in 1938 could not have exceeded 
26 million tons. 


Source: Jasny. The Socialized Agriculture of the USSR, p. 798. 


1938 egg production, it may be noted, would have permitted on the 
average a consumption of about one egg weekly by each citizen 
of the Soviet Union. The meat production would have permitted 
average per capita Soviet meat consumption of less than one pound 
a week. 

Not only did the Soviet Union pay a heavy price in the loss of 
livestock as the result of the collectivization struggle, but it has con- 
tinued to suffer because of the poor handling and feeding of the 
remaining livestock. One indication of this is the decline in average 
slaughter weight per animal slaughtered. In 1995-96, the average 
weight of each head of cattle slaughtered was 376 kilograms; in 
1988 it was only 275 kilograms. For hogs, weight declined from 
104 kilograms to 89 kilograms, while for sheep it fell from 37 to 
86 kilograms over the same period. To get the same amount of 
meat, therefore, more animals had to be slaughtered, a factor that 
consequently hindered the growth of the size of herds. 

World War II sharply reduced the supply of livestock products 
available for domestic consumption, a fact confirmed by the large 
amounts of American meat, dairy products, eggs, and related com- 
modities taken by the USSR under Lend-Lease — about one billion 
dollars worth of animals and edible animal products were sent 
to the USSR from the United States during 1941-44.° Accounts 
published in the Soviet press during February and March 1947 
gave clear evidence that yields of milk, meat, and other products 
from Soviet livestock were far below prewar levels because of the 

93 Jasny, op. cit., pp. 640-42, 798. 


99 "United States Trade with Russia (USSR) during the War Years," U. S. 
Dept. of Commerce, International Reference Service, December 1945, p. 4. 
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shortage of feed and the poor handling of stock.” Jasny estimates 
that perhaps 2,000,000 tons of meat may have been produced in 
the larger USSR of 1946, one third less than was produced in 
1988 within the narrower borders and for the smaller population 
of the Soviet Union at that time. The production would have been 
even lower that year if the shortage of feed had not forced the 
slaughter of animals that could not be fed over the winter of 
1946-47.* 

The growth of collective farm livestock during 1947 and 1948 
permitted substantial increases in deliveries of meat, milk, and milk 
products to the state, so that by the beginning of 1949 prewar 
deliveries of milk and butter had been exceeded and the 1940 
level of meat deliveries almost equaled.”? Egg supplies were prob- 
ably far below the prewar figures because of the low number of 
poultry in collective farm flocks. The fact that deliveries of meat 
and milk to the state had equaled or almost equaled prewar figures 
does not necessarily mean that total production of these commodities 
has regained 1940 levels. The concentration of livestock in collec- 
tive farm herds and the great decline in the number of animals 
owned by collective farmers between 1938 and 1949, shown above, 
suggests that consumption of meat and milk by the rural population 
has fallen greatly and that the latter has borne the brunt of the 
failure to increase livestock herds and livestock productivity to the 
prewar level.*3 

A government and party decree issued May 26, 1949, declared 
that "supplies of animal products still do not meet the growing re- 
quirements of the national economy." It called for the increase of 
deliveries of such products to the state by 50 to 100 per cent over 
the following three years. Quotas were set by the government pro- 
viding for greatly increased deliveries by collective farms and state 
farms during 1949-51. Collective farms and farmers were warned 
that underweight animals would no longer be accepted by the 


70 Pravda, February 28 and March 7, 1947. 

il Jasny, op. cit., p. 647. 

72 Pravda, May 26, 1949. 

78 Jasny points out that in about a decade the amount of meat available for 
farmers’ consumption fell from 2.39 million tons in 1927-28 to 1.24 million tons 
in 1938, while marketing of meat for the urban population and other groups 
fed by the government rose from 1.22 million tons in 1927-28 to 2.06 million 
tons in 1938. Op. cit., p. 647. 
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government, and that they might no longer substitute other types of 
meat for required pork deliveries. To prevent losses of leather 
because of careless handling of hides after slaughter on the farm, 
the decree prohibited barnyard slaughter in areas served by 
slaughtering centers. State prices on some products were raised, 
and additional incentives were provided for deliveries of animal 
products in excess of minimum requirements. 

Data on the production of livestock products have been scarce 
for the postwar period, but some data regarding government pro- 
curements and purchases are available for the early 1950's. These 
data are compared with prewar procurements below: ™ 


Year Meat Milk Wool 
(THOUSAND METRIC TONS) 
1926-27 ........ s. 520 1,700 29.4 
1930-81 ........... 2,343 1,200 50.5 
1985 ..... eee eee 1,056 3,983 52.8 
1040) hive even 2,000 6,000 121.0 
VOSS cec ere 3,000 10,000 182.0 
1954 Plan .......... 4,100 14,300 230.0 


The immediately preceding discussion clearly indicates that the 
level of livestock numbers in the early 1950's was proportionately 
far less above the level of 1940 than were the meat and milk pro- 
curements shown above. The explanation for the government's abil- 
ity to get so much more livestock products in 1952 than in 1940 
would seem to lie primarily in the reduction of rural consumption. 
In the case of meat, however, an additional factor was probably 
the large-scale slaughter of cattle during 1952, which resulted in 
cattle numbers declining by over 2,000,000 that year as noted above. 
Khrushchev revealed in September 1953 that at the beginning of 
that year the Soviet Union had 3,500,000 fewer cows than at the 
end of 1940. The Soviet government's ability to get 60 per cent more 
milk procurements and purchases in 1952 than in 1940 must, there- 
fore, have meant a drastic reduction indeed of milk consumption 
on Soviet farms. 

As regards butter, Malenkov reported in August 1953 that in- 

74 Pravda, May 26, 1949. 


7 Sources: Volin, op. cit., p. 166. Pravda, August 9, 1953, and September 
26, 1953. 
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dustrial production that year, excluding farm-churned butter for 
farmers' use, would be 400,000 tons that year. A Department of 
Commerce estimate is that only 369,000 tons of butter were actually 
produced in 1953. The gross inadequacy of 1953 butter production 
was shown by the unusually large butter imports bought that year. 
Soviet butter production annually during 1954-56 is scheduled to 
reach these levels: 1954 — 476,000 tons; 1955 — 560,000 tons; 1956 
— 650,000 tons. 


CHAPTER X 


TRANSPORTATION AND COMMUNICATION 


Tus DEVELOPMENT OF transportation and communica- 
tion facilities under the Soviet regime is closely linked with the 
growth of industrialization. The present economic organization of 
the USSR would be impossible without these means of coordinating 
the work of thousands of different enterprises located at many dif- 
ferent places over the country's vast area. Kuzbas coal and Magni- 
togorsk iron ore are brought together to make steel for Chelyabinsk's 
tractor factory. The tractor in turn may be sent to the Ukraine, 
Central Asia, or the Far East for employment in agriculture. Each 
of these areas must receive petroleum products from Baku or other 
distant sources if the tractors are to operate. The food grown with 
the help of these tractors must be sent to storage warehouses and 
cities hundreds or thousands of miles away to feed the swollen 
army of Soviet industria] workers and their families. All this intri- 
gate cooperation of many different parts of the economy rests upon 
the existence of a transport system capable of moving the large 
volume of variegated freight required to hold together the complex 
pattern of production and consumption. Similarly, communications 
facilities are indispensable for the daily operation of the centrally 
planned economic system. Under Soviet conditions, consumer use 
of transport and communications facilities — for recreational travel 
or personal telephone chats with friends or relatives — is a very 
minor factor. 

Lenin and his colleagues inherited the transport system of Czarist 
Russia, suffering at the time from the effects of three years of war. 
"Transport facilities deteriorated further during the following years 
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of civil war and foreign intervention, but railroads and other means 
of transport recuperated rapidly during the years of the New Eco- 
nomic Policy in the 1990's. After 1928, however, they had to cope 
with the great new burdens created by the gigantic construction and 
production programs of the first three five-year plans. Soviet eco- 
nomic policy in the early 1930's treated the transport system less 
generously than heavy industry. It sought to minimize the alloca- 
tions of new resources to railroads by sharply intensifying the use 
of existing equipment. When this policy threatened to paralyze the 
economy, it was hastily reversed. Under the leadership of Politburo 
member Lazar Kaganovich, capital investment in transport and the 
efficiency of railroads were sharply raised in the mid-1930's. 

World War II brought the destruction of much of the dense trans- 
port network of the USSR in the western areas occupied by the 
Germans, though expansion took place in the unoccupied east during 
the war. The years since the war's end have been devoted to re- 
pairing the destruction of 1941-45 and to new expansion to meet 
the still growing needs of the economy. 

Certain major fundamental factors have shaped the transport 
policy both of the Czarist and of the Soviet regime. Most of the 
Soviet Union is a relatively flat plain offering few serious obstacles 
to the builders of railroads. Most Soviet rivers, on the other hand, 
are frozen and unusable from three to nine months of the year. 
Moreover, many of the most important rivers are located in areas 
having little population. Railroads, however, can be built where 
needed and operated in all kinds of weather. Until recently, the 
USSR has had only a relatively small number of automobiles, trucks 
and other motor vehicles, so that there has been little need for lon 
paved highways such as are common in the United States. The 
overwhelming majority of its road are still made of packed dirt. 
Coastal maritime traffic in the USSR is of relatively minor import- 
ance because the great bulk of population and resources is located 
far from the coasts. The long northern sea frontier is frozen most 
of the year, requiring extraordinary effort and expense to permit 
navigation even during the brief period of open water. 

Under these conditions the markedly uneven distribution of popu- 
lation and exploitable natural resources over the country has created 
a pattern of transportation need that can be satisfied most cheaply 
by large-volume land transport capable of working throughout the 
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year regardless of the temperature or other climatic conditions. Rail- 
roads, therefore, perform the great bulk of transport service in the 
USSR. The predominance of railroads is clearly shown in Table 
33, which measures freight volume, the most important single com- 
ponent of the service provided by the Soviet transportation system. 
In 1950 railroads accounted for 84.5 per cent of all freight turnover 
in the country. By 1955 it is hoped to reduce this to about 80 per 
cent. 


TABLE 33. Freight Volume of Major Forms of Soviet Transport in Selected Years. 


Year Rail River Maritime Truck 
( BILLION TON-KILOMETERS ) 

1913 65.7 37.2 1 1 
1922-93 28.5 12.9 t t 
1929 112.9 18.4 10.4 t 
1932 169.3 25.1 18.2 11 
1940* 415 86 28 9 
1945* 814 18.5 t t 
1950* 601 45.4 38.0 20.7 
1952* 733 57.6 36.8 28.6 
1953* ...... woecrseso 184 60t 40.1 32.3 
1955* goal ......... 11-841 79-82 59-61 37-38 


* Expanded territory. f Estimated. iData not available. 


Sources: Narodnoye Khozyaistvo SSSR 1932, pp. 194, 216, and 443: Sot. Stroi. (1933-38), 
p. 107; Entsiklopediya, col. 951; Second Five-Year Plan, p. 600; Pravda, Apri! 17. 
1951, January 29, 1952, October 6 and 12, 1952, and January 31, 1954. 


The Soviet Railroad System! 


Study of the railroad map of the Soviet Union immediately re- 
veals an extremely uneven distribution of this means of transporta- 
tion. In the western areas of the country, particularly west of a line 
connecting Leningrad, Moscow, and Kharkov, the number of rail- 
road lines is large. Eastward, between this imaginary line and the 
Urals, the number of railroad routes thins out but is still substantial. 
East of the Urals the great bulk of Soviet territory is uncrossed by 
railroad lines except for those leading from the southern Urals to the 
Soviet Far East and penetrating into Central Asia and Kazakhstan. 
(See map.) 
^ 1The most comprehensive study in English of the Soviet railroad system is 
Holland Hunter, The Economics of Soviet Railroad Policy. Cambridge, Mass.: 
Harvard University, March 1949 (hectographed). It is the source of much of 


the material in this section. Cf. also his "Soviet Railroads Since 1940," in 
Bulletins on Soviet Economic Development, No. 4 (September 1950), pp. 10-20. 
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The reasons for this uneven distribution of rail transport facilities 
are to be found both in history and in the location pattern of Soviet 
population and resources. The Czarist regime built most of the 
many rai] lines it constructed in the west, where the overwhelming 
majority of the country's population and the great bulk of resources 
being exploited were located. In addition, the building of railroads 
in the area west of Moscow was dictated by the desire to create 
optimum transport conditions for moving grain and other exports 
to European customers eithér over land or through ports on the 
Baltic or Black Seas. Military considerations also favored construc- 
tion of an extensive network of rail lines on which troops and 
supplies could be shifted easily and rapidly throughout the western 
positions of Czarist Russia. 

The Soviet Union inherited this rail network. Its energies at first 
were directed toward restoring the extensive sections of track and 
the large portions of rail equipment that had been damaged and 
made unusable during the years of civil war and foreign intervention. 
It also undertook the completion of many of the projected rail lines 
first laid out in Czarist times but not completed before the revolu- 
tion. In the 1930's, as production grew in many areas, some of them 
old (such as the Donbas in the Ukraine), and others new (such as 
Magnitogorsk in the Urals and the Kuzbas in Siberia), the USSR 
built additional roads to meet new needs. About one half the in- 
crease in railroad track length between 1926 and 1935 was located 
in the Urals, Siberia, and Central Asia. During World War II much 
of the railroad trackage in the western USSR was destroyed or 
damaged as the result of combat and of deliberate destruction. 
At the same time some new roads were built in the areas im- 
mediately behind the battle lines, in order to speed the movement 
of troops and supplies. Some additional expansion also took place 
in the Urals, Central Asia, and Western Siberia, to service expanded 
industry there. In the postwar period the building of new lines has 
continued, and further work has been undertaken directed toward 
full rehabilitation of the railroad system demaged during the war. 
It should be borne in mind that, in the reoccupation of western areas 
as German invaders were driven out, restoration of rail lines had 
first priority. Upon the speed of this restoration depended the 
ability of the Soviet government to ease the transport problem in- 
volved in supplying and reinforcing its advancing armies. 
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The statistical picture of the development of the Soviet railroad 
system during the USSIVs history is shown below: 


Tane 34. Length of Soviet Railroad System First Mam Track in Selected Years. 


Urals, Siberia, Per Cent in 
Year Total and Central Asia Eastern Area 
{ KILOMETERS) 

EET E EEE 58,549 14,540 24.9 
017 m Is 63,252 t 1 
1919... et xo) 31,494 t T 
1998: emere ves 75,721 23,062 80.5 
i 84,367 26,839 81.8 
J940 cxaxeexsixexs 106,102* t T 
1045: ue S stesse in 112.868* t T 
1048 eene Almost 118,000* t t 
1950 goal ......... 193.200* t t 


* Includes lines taken over in occupied territory, including Eastern Poland, the 
Baltie States, and so forth 
1 Data unavailable. 


Sources: Hunter, The Economics of Soviet Railroad Policy, pp. 86 and 150; Hunter, 
“Soviet Railroads Since 1940," pp. 14, 15. 


Among the most important individual rail lines built or completed 
by the Soviet Union have been: the five-hundred-mile route from 
Kazan on the Volga to Sverdlovsk in the Urals, completed in the 
early 1920’s; the almost nine-hundred-mile Turkestan-Siberian rail- 
road, finished in 1931, connecting the Trans-Siberian with Alma-Ata 
in southern Kazakhstan; a third trunk route between Moscow and 
the Donbas, strengthened and extended in the 1930s; and the 960- 
mile rail line linking the rich northern Pechora coalfields with the 
rest of the country, completed in 1948. Other new lines strengthened 
the connections between Magnitogorsk, the Kuzbas, and Karaganda, 
facilitating exploitation of the rich iron ore and coal deposits in the 
eastern USSR. Several links of a projected northern Trans-Siberian 
line the BAM, or Baikal-Amur road, were finished, while the 
original Trans-Siberian route was made a double-track line through- 
out, thus substantially increasing its carrying capacity.? 

During the First Five-Year Plan the Soviet government sought to 

2 The present stage of construction of the Baikal-Amur Road is not known. 
Some reports from former Soviet citizens tell of its completion and operation. 
This is doubted by many American specialists because of the absence of ref- 


erences to this road in published Soviet material. Cf. The New York Times, 
August 11, 21, and 26, 1950. 


—— ——À— à 


MINISTRY OF TRANSPORT 


LOGOMOTIVE REPAIR PLANTS NORTHWEST DISTRICT 


OCTOBER ROAD 
KALININ ROAD 


URAL-SIBERIAN DISTRICT 
SVERDLOVSK ROAD 


PERU Rüa0 LENINGRAD ROAD 
KARAGANDA ROAD ESTONIAN ROAD 
LATVIAN ROAO 
CAR REPAIR PLANTS OuSK ROAD 
SOUTH URALS ROAD NORTHERN AOAO 


TOMSX ACAD PECHORA AQAD 


RAILROAD MACHINE BUILDING PLANTS 


CONSTRUCTION MATERIALS ENTERPRISES SOUTHWEST DISTRICT 


SOUTHWEST ROAD 
VINNITSA ROAD 
KOVEL MüA0 
wov aoan 
ODESSA ROAD 


KISHINEV ROAD 


DONETS DISTRICT 
SOUTH DONETS AOAO 
NORTH OONETS ROAD 
SOUTHEAST ROAD 
STALINO ROAD 
SOUTHERN ROAD 
STALINGRAD ROAD 


FORESTRY ENTERPRISES 


CHIEF ADMINISTRATION 
OF WESTERN RAILROAD CONSTRUCTION 


WESTERN OISTRICT 


CHIEF ADMINISTRATION 
OF EASTERN RAILROAD CONSTRUCTION 


CENTRAL DISTRICT 
MOSCOW-DONBAS AQAD 
MOSCOW- KURSK ROAO 
MOSCOW-RYAZAN ROAD 


WESTERN AOAD 
BÉLOMUSSUN ROAD 
BRÉST-LITOVSK. ROAD 
LITHUANIAN. ROAD 


YAROSLAVL ROAD 
MOSCOW-KIEV ROAD 
GQORKY ROAD 
MOSCOW DISTRICT ROAD 


CHIEF AMINISTRATION 
OF MILITARY RECONSTRUCTION WORK 


CHIEF ADMINISTRATION 
OF INDUSTRIAL CONSTRUCTION 


CENTRAL ASIATIC DISTRICT 
ASHKHABAD ADAD 
TASHKENT ROAD 
TURKESTAN-SIBERIAN ROAD 


VOLGA DISTRICT 
ufa ROAD 

KUIBYSHEY ROAD 
ORENBURG ROAD 
RYAZAN-URAL ROAD 
KAZAN ROAD 


CHIEF ADMINISTRATION 
Of SUBWAY AND TUNNEL CONSTRUCTION 


CHIEF ADMINISTRATION 
OF RAILROAD BRIOGE CONSTRUCTION 
ANO RECONSTRUCTION 


FAR EASTERN DISTRICT 
ASNOYARK AOAO 
EASTERN SIBENIAN ADA 
TMANS-DAIKAL AGAO 
AMUR Road 

n TERN ROAD 
MARITIME ROAD 
SOUTH SakHAiIN ROAD 


CAUCASIAN DISTRICT 
NORTH CAUCASUS AOAO 
OROZHONIKID2É AQAD 
AZERBAIOIMAN ROAD 
TAANS-CAUCASIAN ROAD 


CHIEF ADMINISTRATION FOR 
MECHANIZATION OF CONSTRUGTION WORK 


ADMINISTRATION FOR EQUIPMENT 


OF CIVILIAN INSTALLATIONS 


ADMINISTRATION FOR SHELTER BELTS 


MOSCOW METROPOLITAN 
tsu 


Y 
OPERATING DIVISIONS 


NON-OPERATING DIVISIONS 
Ficure 4. Organization of the Soviet Railroad System in 1950. 


396 TRANSPORTATION AND COMMUNICATION 


economize on capital investment in the railroad system. The total 
length of main track grew by only 7 per cent, approximately, be- 
tween 1928 and 1933; the volume of freight traffic in the same period 
increased 82 per cent, and the volume of passenger traffic more than 
tripled. Much of this increase was made possible by improved 
operation of the railroads and more intensive use of equipment and 
tracks. Nevertheless the increased load exceeded the capacity of 
the most heavily used lines and resulted in the piling up of tre- 
mendous backlogs of freight awaiting shipment. In 1933, for 
example, a Soviet writer declared, "Mines, steel works and plants 
in the light and food industries were choked up with unshipped 
output . . . the railroads could not even deal with shipments 
of rails, fastenings, or pipe, the needs of transport itself.” At the 
end of 1984 there were more than 3 million tons of timber awaiting 
rail shipment, along with 2 million tons of coal and almost 1 million 
tons of ore. À total of 15 million tons of cargo, altogether, awaited 
shipment at that time. Heavy industry alone had 650,000 freight 
cars piled up awaiting transportation.® 

This inadequacy of the rail system to carry the load desired posed 
a Serious threat to futher Soviet economic expansion. To counter 
this peril, the government took energetic measures in the mid-1930's. 
Politburo member Lazar Kaganovich was put in charge of the rail- 
road system in early 1935. The quantity of steel, labor, and other 
resources allocated to the railroad system was sharply increased, 
permitting improved maintenance of the existing railroad system and 
its equipment as well as better performance. In 1935, for example, 
over one fifth of all the iron and steel produced in Russia was 
allocated to the railroads, twice the amount they received in 1932. 
By 1937 the situation had improved to the point that the govern- 
ment felt itself able to remove the railroad system from the top 
priority list. The allocations of key resources to railroads were re- 
duced at that time. 

An important factor in increasing the efficiency and load-carrying 
capacity of Soviet railroads during the 1930's was the improvement 
of the technical characteristics of the system. Thus the number of 
miles of multiple-track line (line with two or more tracks) in opera- 
tion increased from about sixteen thousand kilometers in 1929 to 


3 Hunter, The Economics of Soviet Railroad Policy, pp. 104-5. 
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almost twenty-five thousand in 1940. About 40 per cent of the track- 
age was re-equipped with heavier rails, which, however, were still 
lighter than those used in other European countries and the United 
States. More powerful locomotives and larger freight cars capable of 
moving heavier loads were introduced. Some particularly important 
stretches of track — totaling about 1900 kilometers by 1940 — were 
electrified, making possible important fue] economies and improved 
service. Automatic brakes were introduced widely toward the end 
of the 1930's, as were automatic block-signal devices. All this 
significantly raised the technical level and carrying capacity of the 
Soviet railroad system. Yet in August of 1940 Kaganovich com- 
plained that the railroad system still had many deficiencies, pointing 
particularly at the low level of maintenance and the frequency of 
accidents. Throughout this period, too, the problems of running 
trains on schedule and in undiminished number under the difficult 
conditions created by the severe winter climate of most of the USSR 
were not solved satisfactorily.* 

During the Second World War tremendous damage was done to 
the Soviet railroad system in the western areas. According to the 
official report of the Soviet government, the Germans put out of 
commission, entirely or partially, some thirty-four railroad lines, 
destroying 65,000 kilometers of track, 13,000 railroad bridges, 4,100 
stations, 317 locomotive depots, and 129 repair centers, as well as 
thousands of locomotives and hundreds of thousands of cars. From 
1941 to 1943 the length of railroad track in use in Soviet territory 
diminished by 40 per cent, while the total number of locomotives 
decreased by 15 per cent and the number of freight cars by 20 per 
cent. Nevertheless, by following a policy of giving first priority to 
restoration of railroad lines in re-occupied territories, the total length 
of trackage in the USSR at the end of 1945 exceeded that at the end 
of 1940, as seen above. This includes of course, the 11,000 kilometers 
of new track built during the war, a greater length than was built 
during the entire period 1928-39. 

At the beginning of 1946, the USSR had in operation 118,000 
kilometers of main track, 21,000 kilometers of second track, and 
some 1,700 kilometers of electrified line. The Fourth Five-Year Plan 
provided for reconstruction and construction of about 11,000 kilo- 


! William Mandel, “Soviet Transport, Today and Tomorrow," The American 
Review on the Soviet Union, February 1941, pp. 29-35. 
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meters of main track, 12,500 kilometers of second track, almost 5,700 
kilometers of electrified line, and over 10,000 kilometers of track 
equipped with automatic block protection. The most important new 
line projected was the so-called South Siberian railroad, a line 
roughly paralleling part of the existing Trans-Siberian Railroad. 
The South Siberian is intended to give a direct connection between 
Magnitogorsk and the Kuznetsk Basin, while to the west Magnito- 
gorsk is to be linked to the Volga. 

Measured in terms of freight turnover, the Soviet rail system re- 
covered much more rapidly than planned during 1946-50. Total 
freight turnover on railroads had been 415 billion ton-kilometers 
in 1940 and 814 billion in 1945. In 1950 it had attained about 601 
billion ton-kilometers or 18 per cent more than the original 532 
billion goal. Average daily carloadings had been 97,900 cars in 1940 
and only about 61,000 in 1945. In 1950 average daily carloadings 
were 118,500, or 8 per cent more than the 115,000 figure planned for 
originally. A good deal of progress was made in constructing new 
lines, but the five-year plan target for such construction was not 
met, so that in 1950 the total length of Soviet rail lines was pre- 
sumably under the goal of 123,200 kilometers set for that year. Some 
rail lines in the Urals, Trans-Caucasus, and Krivoi Rog areas were 
electrified, as were some suburban lines serving Moscow, Leningrad, 
Riga, Kiev, Baku, and Tallin.5 

Two key factors may be singled out as particularly important in 
making possible the rapid increase in Soviet railroad freight volume 
during the postwar period. First has been the USSR's ability to 
increase rapidly the number of freight cars in use. Professor Hunter 
has estimated the number of freight cars available as rising from 
675,000 in 1945 to 852,000 in 1949, the latter quantity being well in 
excess of the original 800,000 goal for 1950. Second has been the 
policy of enforcing mercilessly strict discipline throughout the rail- 
road system. Martial law for all railroad employees was introduced 
in 1943, during World War II, but has been continued into the post- 
war period. In addition, in January 1949 "Political Departments" 
were set up in all branches of the railroad system to intensify com- 
munist propaganda among workers and to apply additional pressure 
for exemplary labor discipline among the approximately 3,000,000 
employees of Soviet railroads. 


5 Pravda, April 17, 1951. 
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The Fifth Five-Year Plan called for an increase of rail freight 
turnover by 35-40 per cent by 1955 over 1950, a relatively small 
percentage increase as against that provided for other forms of 
transport, but still a very large amount absolutely. Its construction 
program was very ambitious, apparently seeking to make up for the 
failures of the earlier postwar period. The plan called for 2.5 times 
as much new rail track to be laid during 1951-55 as during 1946-50. 
The new lines to be built included the important Abakan-Akmolinsk 
section of the South Siberian, essentially the direct connection be- 
tween the Karaganda Coal Basin and the Kuznetsk Basin; the 
Chardzhou-Kungrad line connecting the Aral Sea with the main 
east-west rail line of Soviet Central Asia; as well as several smaller 
lines of lesser importance. (See Map VIIL) Further progress was 
also called for in improving the technical conditions of Soviet rail- 
roads as well as increasing their supply of rolling stock, though no 
specific numerical goals for the latter were given. 

Malenkov reported in late 1952 that rail freight turnover that 
year would be 80 per cent more than in 1940, indicating further 
gains since 1950. By the end of 1958 the following were reported 
to be fully completed: the 488-kilometer Mointy-Chu line which 
provides a direct north-south rail connection between Karaganda 
and Central Asia, cutting out the previous long detour around Lake 
Balkhash; * the short Urgench-Chardzhou line in Central Asia; * the 
Barnaul-Kulunda and Akmolinsk-Pavlodar sections of the South 
Siberian ê as well as some subsidiary lines. 

The dominant theme of Soviet rail transport policy over the past 
two decades has been that of maximizing the volume of services pro- 
vided by the railroads while devoting the minimum possible amount 
of resources to them... This has been accomplished hy increasing the. 
density of traffic on the most important roads far above that cus- 
tomary in Western Europe and the United States. Moreover, sub- 
stantial government pressure has been placed upon railroad clients 
to plan their operations in such a way as to minimize the amount of 
railroad transport service required by them. Soviet industries have 
been directed to eliminate cross hauls, that is, to prevent the ship- 
ment of the same material in different directions, so that steel, say, 


$8 Pravda, October 27, 1953. 
7 Ibid., August 2, 1953. 
5 Izvestia, January 16, 1954. 


400 TRANSPORTATION AND COMMUNICATION 


ates 


adiac t 


" 
* 
$oryxkrAxe | 


€ H LÍN A 


mp 


New York Times, September 2, 1952 
VIII. RAILROAD CONSTRUCTION PROGRAM OF FIFTH 
FIVE-YEAR PLAN 

shipped from the western producing areas to the east should not 
cross shipments of similar steel sent from eastern producers toward 
the west. A deliberate effort is also being made to plan the location 
of industry so as to reduce the length of haul required. In this con- 
nection the decision was made in the late 1930's to base Soviet in- 
dustrial location policy in the future.upon the principle of making 


the entire, economy. eventually consist of a series of more or less 
self-contained major geographic regions, One of the strongest mo- 
tives for this is the desire to reduce the amount of interregional rail 
transport required, and thus to reduce the over-all amount.of trans- 
portation service required of the railroads. By this step the 
economies of regional specialization are, of course, lost to some 
degree, perhaps substantially. Nevertheless, Soviet leaders seem to 
feel that the loss of production efficiency and the increase of cost 
that this may entail will be offset by the lessened strain put upon the 
transport system, and particularly its major component, the railroad 
system. Between 1930 and 1938, the average length of freight haul 
on Soviet railroads rose from 561 to 718 kilometers, a factor which 
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must have underscored the need for the shift toward regional self- 
sufficiency adopted as state policy in 1939. 

The volume and composition of freight carried by the Soviet rail- 
road system in 1940 are summarized by the data in Table 35. 


TanLE 35. Composition of Freight Volume of Soviet Railroads in 1940. 


Average 
Ton Kilometers Freight Originated Length of Haul 
Type of Freight (BILLION ) (MILLION TONS) (KILOMETERS) 
Totaly saos 415 592.6 700 
Coal and Coke ... 106.8 152.5 701 
Petroleum ...... 36.4 29.5 1,234 
Ores eene 19.7 35.2 562 
Iron and Steel ... 26.2 27.1 966 
Building Timber. . 43.6 42.8 1,019 
Grain .. eese 32.8 44.8 736 


Source: Hunter, The Economics of Soviet Railroad Policy, pp. 198, 204. 


One quarter of the total freight volume of Soviet railroads in 1940 
was accounted for by the transport of coal and coke. The very high 
average distance over which building timber and petroleum prod- 
ucts had to be moved give them second and third place, respectively, 
when volume is measured in terms of ton-kilometers, although in 
actual weight the amount of each was substantially below that of 
grain. To reduce the railroad load in the future it will obviously be 
most important to obtain petroleum, timber, and coal nearer the 
area of consumption. 

Adequate analysis of Soviet freight rates by a foreigner is at pres- 
ent impossible because of the failure of the government to publish 
these rates. We do know that three major reforms have been carried 
out in the past two decades — in 1930, in 1939, and at the beginning 
of 1949. The trend in all these reforms has apparently been in the 
direction of making the rate charged for the movement of each type 
of goods more and more equal to the actual cost of the transporta- 
tion service performed. Inasmuch as wages and other costs in the 
Soviet Union have gone up substantially since 1930, the general 
trend of freight costs and therefore rates must have been significantly 
upward. The principle of charging freight rates on different com- 
modities in accordance with their “ability to pay,” that is in relation 
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to the value of the different commodities given the same service, 
is obviously in disfavor in the USSR. 

In general, rates are apparently now being set at levels equal to 
the cost plus planned profit, as is the case with prices in other 
branches of the Soviet economy. Some goods, however, apparently 
still get lower rates than would be justified by actual cost, while 
others are still charged some excess rates as the result of govern- 
ment policy aimed at encouraging or discouraging the utilization of 
these commodities. The structure of Soviet freight rates in relation 
to distance carried is said to have been planned with two ends in 
view. The relative cost of short transport hauls has apparently been 
set rather high since the beginning of 1949, with a view to encourag- 
ing shippers to shift from railroads to truck transport for short hauls. 
For longer distances the rates decline, most often up to five hundred 
or a thousand kilometers, and increase thereafter. The purpose of 
this increase in rates for long-distance shipments is avowedly to dis- 
courage excessively long hauls and to encourage utilization of local 
or nearby resources by purchasers of commodities. The increase of 
rates brought about by the 1949 reform has apparently also aided 
the differentiation between the cost of short and very long hauls. 
Thus, for example, before the 1949 reform the difference in cost 
for moving a ton of coal one hundred kilometers, as against fifteen 
hundred kilometers, was twenty rubles and sixty-four kopeks. After 
the rates had been changed at the beginning of 1949, the difference 
became thirty-eight rubles and forty-four kopeks, thus almost 
doubling the extra cost of moving coal over fifteen hundred kilo- 
meters as against using local coal within one hundred kilometers' 
distance of the place of consumption At the beginning of 1950, 
railroad freight rates were slightly reduced. 

Several reports published in the early 1950's indicated that despite 
the substantial improvement of Soviet railroad operation after 1945, 
there were still serious weaknesses. Thus Pravda noted in 1951 
that while delivery time for rail freight had been cut by 20 or 30 
per cent, many trains were late and there was poor discipline in 
some sections of the rail network. Steps had been taken, it re- 
ported, to eliminate duality in administrative leadership of railroads 
as well as to introduce the uninterrupted 8-hour working day for 


9 Voprosy Ekonomiki, No. 9 (1948), pp. 17-33. Cf. the fuller discussion of 
Soviet freight rates in N. Jasny, Soviet Prices of Producers’ Goods, Chap. III. 
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rail employees generally.” A year later Izvestia pointed out that 
the speed of Soviet trains had increased relatively little and re- 
mained unsatisfactory. It looked to electrification of railroads as a 
solution, but complained that the existing electric-rail Jines were ex- 
ploited poorly. 

The remarkable speech by First Deputy Premier L. M. Kagano- 
vich, published in the Soviet press April 27, 1954, gave a picture of 
the great tension under which the Soviet transport system, particu- 
larly railroad transport, was operating then. Though the average 
kilometer of track carried only 7,000,000 tons annually, on some 
stretches this reached 30-50 million tons. Despite all efforts to 
reduce the average distance of rail hauls, this figure had increased 
over the prewar 700 kilometers to 722 kilometers in 1950 and 748 
kilometers in 1953. Kaganovich implied that the effort to obtain 
regional self-sufficiency had failed in large measure and gave this 
illuminating table on the extent to which the average rail haul for 
some key commodities had increased from 1940 to 1953: 


Commodity 1940 1958 Increase 
(KILOMETERS ) 

Lumber ee: agen 1,019 1,193 174 

Gralla ovato vendam 736 949 218 

Ferrous Metals ........ 966 1,101 135 

Cotton’. .cicaciuens cis 1,814 2,875 561 


He characterized the situation in these words: 


Railroad transport, which accounts for almost 85 per cent of all the 
freight turnover of all kinds of transport, still is forced to carry much 
surplus freight, to make extraordinarily long hauls, cross hauls, and 
other uneconomic shipments on which great sums are expended. 
Unfortunately, shippers and receivers of goods are little interested 
in how their goods move; they don't ask how much its transport 
will cost; they ignore joint rail-water shipment; they are not inter- 
ested in rates; they don't protest against very high distance—all they 
want is to get the goods regardless of increased expenditures and 
higher cost of goods. 


He placed the quantities of goods irrationally transported at these 
levels: 4,600,000 tons of oil, 13,000,000 tons of coal, and 4,500,000 


10 Pravda, August 5, 1951. 
11 Izvestia, September 27, 1952. 
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tons of lumber, among others. Up to 10,000,000 tons of coal have to 
be shipped annually from Kuzbas and Karaganda to Moscow. Move- 
ment of oil to the Far East costs over 1,000,000,000 rubles annually. 
He pleaded for more local production of many goods, and then 
made a comment which would seem applicable to a far wider circle 
of Soviet administration than that merely involved in railroad 
problems: 

We rightfully fight against bureaucracy, against the flood of paper, 

but part of this paper flood goes because each one waits to find out 


what the center will give him. He does not simply wait, but writes 
papers, and they write him from the center. 


A second major Kaganovich speech, published in Pravda, May 24, 
1954, reviewed the technical condition of Soviet railroads and con- 
cluded confidently that transport was not the “Achilles heel” of the 
Soviet Union. He revealed that six railroads — the Donets, Sverd- 
lovsk, South-Urals, Tomsk, Stalinsk, and Omsk lines — performed 
33 per cent of all Soviet rail freight carriage, having a 1953 freight 
turnover 80 per cent above that of 1940, but having only slightly 
increased carrying capacity. It is obviously these roads that work 
under the greatest tension. Kaganovich boasted that 82 per cent 
of all railroad work had been done in 1953 by locomotives built 
since 1935, but he admitted for the first time that in the preceding 
few years deliveries of railroad rolling stock had been reduced. 
Accidents still posed serious problems, he indicated, while ex- 
pressing dissatisfaction with the slow progress of railroad electrifica- 
tion, which by 1960 is scheduled to be 10 times the prewar level. 

Kaganovich predicted that by 1960 the volume of rail freight 
would grow by 50 or 60 per cent, but he gave no indication of 
any large new government investment program for railroads. In- 
stead he emphasized better utilization of existing equipment. 


Railroad Passenger Traffic 


Passenger traffic forms a relatively small portion of Soviet railroad 
volume. This is true despite the fact that the Soviet Union has no 
such large network of bus lines and widespread ownership of per- 
sonal cars as does the United States. The reason, of course, is that 
the average Russian does far less traveling each year than the aver- 
age American. A large portion of Soviet railroad passenger traffic is 
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accounted for by daily movement of workers living in the suburbs to 
and from their places of work in or near large cities. During the 
early 1930's the total volume of passenger traffic actually decreased 
for a number of years as the government authorities limited avail- 
ability of resources for this purpose in order to ease the strain on a 
railroad system already seriously overburdened by more important 
freight volume. The statistical record of the development of Soviet 
passenger traffic is given in Table 36. 


TABLE 86. Soviet Passenger Traffic in Selected Years. 


Volume of Traffic Number Average 

(BULLIONS OF PASSENGER Of Passengers Length of Trip 
Year KILOMETERS ) ( MILLIONS) (KILOMETERS) 
A9 I8 uses 25.2 184.8 136 
1098 aeos ect 13.9 121.8 114 
1699 à: donet ces 32.0 365.2 88 
1989 sucio pr 83.7 967.1 87 
1985. i nro rx 67.9 919.1 14 
1940t centies 98.0 1,848.5 73 
1945T ict 66.2 843 18.8 
IOA ria 95.1 = k 
1950 goalt ....... 98.0 1,850 72.8 
Ain A . over 1,300 bg 
1958 goalt ....... si over 1,500 s 


* Data not available. 

f Expanded Soviet territory. 
Sources: Hunter, The Economics of Soviet Railroad Policy, p. 215; Hunter, “Soviet 
Railroads Since 1940," p. 16; Bolshaya Sovetskaya Entsiklopediya, Vol. 15. p. 630; 
Pravda, August 2, 1953. 


By 1945, substantial improvement must have occurred over the 
lowest level of passenger traffic reached during World War II. 
Passenger traffic increased sharply in 1946 and actually declined 
slightly in 1947. It is noteworthy that the 1946 total volume of 
passenger traffic virtually equaled that planned for 1950 in terms of 
passenger kilometers. Presumably this was the result of the tre- 
mendous volume of passenger movement required to return soldiers 
demobilized from the army to their homes. The fact that the 1950 
goals were roughly equivalent to the 1940 totals may indicate plans 
to shift more of the postwar passenger load to buses than was the 
case before the war. The opportunity to do this is illustrated by the 
fact that in 1940 suburban traffic accounted for 25 per cent of all 
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passenger kilometers on railroads and 75 per cent of the passengers 
carried. 

Soviet passenger train rates vary, depending upon distance 
traveled and the kind of accommodation employed. Some typical 
rates on important runs are shown below. The two columns in- 
dicate, first, rates in early 1948 and, second, rates in effect after a 
change took place late in that year. 


Old Rate New Rate 


Route Accommodation ( RUBLES) 
Moscow-Leningrad ....... 2-person compartment 
(international car) 718 816 
Reserved soft seat 139.1 169 
Reserved hard seat 83.8 96 
Moscow-Kiev ..... eee Reserved soft seat 166.75 189 
Reserved hard seat 100.3 108 
Moscow-Vladivostok ...... 2-person compartment 
(international car) 2,642 8,016 
Reserved soft seat 938.5 1,075 
Reserved hard seat 559.15 643 


River Transport 


River transport in the Soviet Union is used primarily for carriage 
of bulky freight such as lumber, coal, cement, and salt. Cargo is 
carried both on self-propelled boats and on rafts and towed barges. 
The great advantage of water-borne freight movement is its lower 
cost as compared with railroad carriage. On the other hand, it is 
much slower than rail movement, but with proper planning that de- 
fect should not overcome the substantial cost advantage. Though 
the volume of river-carried freight grew substantially in the 1920's 
and 1930's, and has also grown since 1945, the progress in this area 
has never been satisfactory to the Soviet authorities. The latter 
have sought steadily to increase both the absolute and the relative 
proportion of freight carried by this means, but for a variety of 
reasons the progress achieved has not been satisfactory. The statis- 
tical record of development of Soviet river ways is shown in Table 
87. 

Before World War II about half of all the freight volume carried 
by the Soviet river transport system was carried on the Volga River; 
it consisted chiefly of lumber moved south and petroleum, grain, 
coal, salt, and fish moved northward. About one third of the total 
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TABLE 37. River Traffic in the USSR in Selected Years. 


Length of Freight Freight Volume 
Waterways Tonnage (BILLION 
Year (KILOMETERS) (MILLION TONS) TON-KILOMETERS) 
1018... ett rad 72,000 48.1 37.2 
1898 cse nk 71,600 18.8 15.9 
1039. opino ORE 77,600 46.9 25.1 
1940 sk eve era over 105,000 66.61 36 
1948- sp chron eee * * 18.5 
1950 goal ....... * 915 49.3 
1950 actual ........- * ii 45.4 
193] cco caches over 128,000 $ » 
1959. i ster Sae ra enn * * 57.6 
a Gemcanneanes * * eot 
1955 goal ..... s . . 79-82 


* Data not available. f Estimated. t 1938. 
Sources: Narodnoye Khozyaistvo SSSR 1932, p. 216, Sot. Stroi., pp. 444, 462. Entsiklo- 
pedi cols. 963, 983. Pravda, April 17, 1891. October 6 and 12, 1952, and January 


freight volume was carried over rivers in the northwest and northern 
areas of the USSR, including the northern Dvina, Pechora, and 
other northern waterways, over which the main commodity was 
lumber. About 10 per cent of the total volume of freight traveled 
over the Dnepr, Don, Kuban, and other rivers of the southwest 
area, with the Dnepr River accounting for the largest part. About 
12 per cent of the total volume of river transport was carried over 
the rivers of Siberia and Central Asia, including the Ob, the Irtysh, 
the Lena, the Amur, and others.!? 

The distribution of different types of freight over the river ways is 
indicated generally by data for 1935. These show that out of 64.7 
million tons of freight carried, more than half, 38.1 million tons, 
consisted of lumber. In the same year over 7 million tons of 
petroleum products and almost as much mineral construction ma- 
terials were transported, as well as 4.6 million tons of grain. The 
only other items amounting to more than 1 million tons were salt 
and coal, the amount of each being roughly 1% million tons. 

Great seasonality marks the work of the river transport system, 
since freezing of the waterways prevents their employment during 
part of the year throughout the country and over most of the year 


1? Entsiklopediya, col. 965. 
13 Sot. Stroi., p. 444. 
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in some areas. This may be illustrated by data for 1935 given below: 


Month Million Tons 
January ..... - Insignificant 
February .... -. Insignificant 
Matcli-225v)y voie o DPI .- Insignificant 
April and May together 13.4 
I MEC 11.3 
Wily iicsendes cde enemas 1L1 
August ...- cee cece cere ee Ó 11.0 
September 8.8 
October ..... 6.8 
November ... 2.0 
December JA 


An important diseconomy of the Soviet river transport system 
arises from the fact that on many routes the volume of freight to be 
carried in one direction is far greater than the volume of freight to 
be carried in the other direction. As a result much of the equipment 
is utilized for moving freight in one direction only and must return 
in the other empty or only partially loaded. The differences in 
density of traffic upon different rivers and in opposite directions on 
them may be illustrated by the following data for 1935: "5 


Upstream Downstream 
(THOUSAND TONS PER ( THOUSAND TONS PER 
River KILOMETER OF ROUTE) KILOMETER OF ROUTE) 
Volga 93k x ssa EROS 3,794 1,820 
Kama: «S3 bs xe mer rer ee e 245 1,804 
Neva. cuiii A ees 193 4,032 
Svir ..... 89 8,477 
Moscow 923 96 
Northern Dvina 25 2,488 
Southem Bug 8 94 


Soviet efforts to increase the volume of traffic on the river water- 
ways of the country during the 1930's took a variety of forms. New 
and more powerful ships capable of carrying greater freight loads 
were added to the fleet. River routes were improved through in- 
creased use of dredges to deepen waterways, and means of illumina- 
tion were installed to permit traffic by night as well as by day. Im- 
portant canals such as the White Sea-Baltic and Moscow-Volga were 


14 Ibid., p. 448. 
15 Ibid., p. 454. 
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dug to make possible passage from one river system to another and 
thus increase the length of uninterrupted river carriage possible 
in key areas of the country. Port facilities and loading and unload- 
ing equipment were improved, with stress placed upon the use of 
more mechanical devices. In addition pressure was exerted upon 
directors of industrial enterprises and mines to induce them to use 
the river system more fully. Nevertheless the frequent complaints 
of the Soviet press and of Soviet leaders gave ample evidence that 
the progress of the river transport system, both absolutely and in 
relation to its success in taking part of the burden from the railroad 
lines, was far from satisfactory. 

These difficulties with the proper functioning of Soviet river 
transport apparently still continue in the postwar period. Writing in 
early 1948, a Soviet specialist on the subject complained that many 
directors of enterprises who could use river transport prefer to use 
railroad transport, and listed the following reasons for this attitude: 
slower delivery of river-moved goods as compared with railroad- 
moved goods, made worse by the repeated failure of the river trans- 
port system even to meet their schedules; bad utilization of the 
river transport fleet, as a result of which its carrying capacity is 
below what it should be, making it necessary to shift goods to the 
railroads; lack of a sufficient effort by the Ministry of River Fleet 
to attract goods for river transport; higher river freight rates than 
rail rates for some goods; lack of sufficient transfer points for 
shifting goods between river vessels and railroads.!? 

Many of these difficulties apparently continued to exist in the 
early 1950's, despite much expansion of the river fleet and its work 
as well as the construction of increased facilities. Typical complaints 
voiced in 1952 told of many ships standing idle, of freight waiting 
on wharves for two, three, or more weeks awaiting shipment, poor 
use of port equipment and lack of wharves in the case of many 
factories on river banks, poor labor discipline among port and river 
boat workers, and the like.!7 

The most important development in Soviet river transport during 
the early 1950's was the opening of the Volga-Don Canal in June 
1952, an event realizing a dream many centuries old. This canal 
unites 18,000 miles of waterways along the Volga River and the 


16 Planovoye Khozyaistvo, No. 2 (1948), pp. 20-30. 
11 Cf, Izvestia, March 20, May 21, and October 29, 1952. 
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rivers of northwest Russia with almost 8,000 miles of waterways 
in the basins of the Dnepr and Don Rivers. It provides direct water 
connections between the Black and Caspian Seas, while at times 
of the spring flood tide, when the Volga is navigable along its full 
length, the canal unites the southern seas bordering the Soviet 
Union with the northern seas. This has been emphasized by Soviet 
boasts that Moscow is now a Port of Five Seas. The volume of river 
transport should grow greatly as the result of this canal. Oil and 
lumber movement by river boats will apparently increase greatly 
because this canal will remove the need for transshipping these 
products by rail in the case of many shipments of these products. 
But this canal does not solve all the problems of cheapening freight 
movement, since it is closed during the winter months and the Volga 
River is still not navigable by larger vessels over important stretches 
during the summer and fall.3® 


Almost two years after the Volga-Don Canal had been opened, 
on April 17, 1954, Izvestia revealed that the canal was being used 
far below capacity and that Soviet leaders were bitterly disappointed 
at the failure of freight movement over this expensive waterway to 
reach the levels anticipated originally. In his speech printed in the 
Soviet press ten days later, Kaganovich gave this enumeration of 
the defects of the Soviet river transport system as of the spring of 
1954: 


Water transport is badly utilized for moving freight which can be 
moved by this means, particularly materials other than ores, timber, 
coal, grains, consumer goods which are moved over long distances on 
roads paralleling waterways. We have many rivers such as the 
Chusovaya, Angara, Vychegda, Mezen, Sozh, Upper Yenisei, the 
Northern Don, and others which are not used for ships or are used 
only along short stretches. The new canals are insufficiently em- 
ployed. . . . The water transport of fish, fruits and vegetables, textiles, 
and other consumer goods has still not regained the prewar level. 
The fault here lies primarily with the workers of water transporta- 
tion themselves, who do not strive enough to secure freight, who 
move the freight they do get slowly, who badly safeguard these 
goods, and who utilize the available ship tonnage at a low level of 
productivity. 


Transport of passengers forms only a small portion of the work 


18 Sotsialisticheskoye Zemledeliye, September 5, 1950, and Izvestia, July 10, 
1952. 
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of the Soviet river fleet, usually amounting to less than 10 per cent 
of rail passenger traffic. Between 1929 and 1938, the number of 
passengers on Soviet river boats rose from around 21,000,000 to 
68,100,000, as compared with almost 1,200,000,000 rail passengers in 
1938. In 1935, out of a total of almost 2,900,000,000 passenger 
kilometers provided by the river fleet, over 10 per cent was suburban 
and intracity ferry travel. More than a third of all passenger kilo- 
meters that year was provided by boats traveling the Volga River; 
another 20 per cent was accounted for by boats on the Kama River. 
In the area of Moscow, there were about 5,000,000 ferry-boat passen- 
gers in 1935, one fifth of all ferry-boat passengers in the entire 
USSR.® 


Automobile Transport 


Soviet use of motor vehicles for passenger and freight transport 
is relatively far less important than in the United States or Western 
Europe. This is the result of the proportionately small number of 
cars, buses, and trucks in the USSR when compared to its population 
and the size of its territory, as well as of the relatively primitive and 
undeveloped road network available. Long-distance movement of 
passengers or freight by motor vehicles is of negligible importance 
in the Soviet Union. There are few facilities comparable to our 
national and regional bus and truck organizations. In many cities 
and their suburbs, however, local buses handle a significant pro- 
portion of passenger traffic and trucks carry a large volume of short- 
haul freight, thus supplementing the rail and river transport systems. 
Private passenger-car ownership is confined to a very smal] fraction 
of Soviet citizens, and taxicabs, too, are far less common than in the 
United States. 

Nevertheless substantial progress has been made in developing 
this area of transportation since the Bolshevik revolution. At the 
end of 1937 there were about 760,000 motor vehicles in the USSR, 
the great majority of them trucks, as compared with about 9,000 in 
the Russia of 1914 and the 19,000 in the USSR at the start of the 
First Five-Year Plan.” During World War II, many motor vehicles 
were lost to the enemy or destroyed in combat, but the USSR 
received about 375,000 trucks of all kinds from the United States. 


19 Sot. Stroi., pp. 450-51. 
20 Balzak, et al., op. cit., pp. 494-95. 
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At the end of the war, Soviet troops confiscated large numbers of 
cars in Eastern Europe and other areas they occupied and brought 
many of them back to the USSR. These factors, plus the recovery 
of domestic production of motor vehicles after World War II, 
suggest that by 1954 the USSR had well over 2,000,000 cars, buses, 
and tucks in operation, the highest number in its history. The 
growth of Soviet motor-vehicle production is depicted by the data 
below: 


Tate 38. Soviet Motor-Vehicle Production in Selected Years. 


1950 1950 1955 

1929 1938 1940 1945 Goal Actualt Goal 

Total .... 14 211.4 147 87.7 500 397.3 476.8 
Trucks ... 1.8 184.4 * = 428 369.2 424.0 
Others ... l 27.0 * * 72 28.1 52.8 


* Data unavailable. t Estimated actual. 
Sources: 1929-1938—Sot. Stroi (1933-38), p. 63. 1940—E. Lokshin, Promyshlennost 
SSSR v Novoi Stalinskoi Pyatiletke, p. 40. 1945-1955—Estimates by U. S. Department 
of Commerce based on Soviet sources. 


The data above make it plain that in 1950 the Soviet Union pro- 
duced a record number of motor vehicles, though the number fell far 
short of the original goal for that year. There is reason to believe 
that in 1951 and 1952, at least, motor-vehicle output was below 
the 1950 level because of diversion of resources to the needs of the 
Korean War and Soviet military preparation. This view is sup- 
ported by the fact that the Fifth Five-Year Plan set a 1955 motor- 
vehicle output goal which was only a modest 20 per cent above the 
1950 actual production. 

In the extensive program announced in late 1953 for increased 
production of consumer durable goods, there is no mention of any 
sharp increase in the production of passenger cars. Mikoyan re- 
ported that in 1953 nine times as many cars would be sold to the 
public as in 1950 and that there was in October 1953 a six-months 
backlog of orders for cars.?' We have estimated above that in 1950 
only about 28,000 passenger cars were produced in the Soviet 
Union. Since the overwhelming majority of these undoubtedly were 
transferred to government ownership for the use of officials, prob- 
ably only a few thousand cars were sold to private citizens. 


21 Pravda, October 25, 1953. 
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Mikoyan's comparison therefore, does not suggest a surfeit of 
passenger cars for Soviet citizens. More illuminating probably is 
the fact that no explicit goal for passenger car production is given in 
the special 1953 decree on increased ind of consumer goods. 

Along-with the increased output ar and suppl y of motor vehicles, | the 


work_ has been and is. “quite inadequate — both im ext in extent and in 
quality — for the needs of this huge country. New roads have been 
built during the Soviet regime and others improved, but the great 
majority remain ordinary dirt paths, entirely unpassable by wheeled 
vehicles because of rain or snow during large periods of the year. 
The paved-road network is moderately well developed in the 
western USSR, where many of the larger cities are connected by such 
all-weather links. East of the Urals the network of paved roads is 
grossly inadequate, so that many important areas are without 
adequate motor linkage. But even in the western area, most of 
the roads are unsurfaced.?? The primitive character of Soviet roads 
is indicated by the fact that most road repair is done by millions of 
peasants conscripted for this labor annually. In the postwar period, 
a start has been made toward establishing a network of road repair 
and construction stations equipped with modern road-building 
machinery. The changing composition and extent of Soviet roads 
before World War II is shown by Table 39. 


Tape 39. Roads of the Soviet Union, 1913, 1928, and 1938. 


1913 1928 1938 
(THOUSAND KILOMETERS ) 

Total: A a,iniannatre * * 1,954.8 
Natural-Dirt .. siste * * 936.4 
Graded-Dirt 0 1-1. 330.9 
Hard-Surfaced ........ 23.5 31.3 87.5 


* Data unavailable. 
Source: Balzak, et al., op. cit., pp. 495-96. 


At the end of 1950, it was reported that 21,000 kilometers of 
hard-surfaced roads had been built during 1946-50. Whether this 
was much more than the length of hard-surfaced roads destroyed 
during World War II is doubtful. At the end of 1950, the Soviet 
government claimed that the length of improved roads was 2.5 


22 Cf. the road maps of the USSR, Balzak, et al., op. cit., pp. 497, 499. 
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times as large as in 1940, and two years later Malenkov said that 
the length of improved roads was 3.1 times as much as in 1940. 
These latter figures suggest that the greatest emphasis in the post- 
war period has been put upon increasing the length of graded 
dirt roads, the main type apparently referred to as “improved.” 
During 1951-55, 50 per cent more hard-surfaced roadway is to be 
built and reconstructed than during 1946-50. This will be a sub- 
stantial gain if achieved, but still far short of the needs of a country 
the size of the Soviet Union. Until late 1953 the building and 
maintenance of major roads was a responsibility of the Ministry of 
Interior (MVD). After the purge of L. P. Beria, however, this 
function was assigned to a new Ministry of Highway Transport and 
Highways, which also is in charge of truck and bus movement. 

In 1987 about 56 per cent of all freight moved in the USSR, 
measured by weight, was carried by trucks. But since these trucks 
were used almost exclusively for short distances, the total volume 
of freight movement by trucks — in ton-kilometers — was only 2 
per cent of the national total for that year. In 1940 trucks carried 
1,000,000,000 metric tons of freight as against only 600,000,000 tons 
carried by railroads, but the average length of truck haul was only 
one-seventieth of the average rail haul. 

Truck freight carriage increased sharply from 1946 to 1950, but 
in the latter year the record 20,700,000,000 ton-kilometer freight 
turnover was still less than three per cent of all rail, water, and truck 
freight turnover. By 1955, the volume of truck freight turnover is 
to be near 88,000,000,000 ton-kilometers, almost twice the 1950 
level, but still less than 4 per cent of all rail, water, and truck freight 
turnover. (See Table 33.) 

Since World War II limited beginnings have been made toward a 
system of long-distance truck freight and bus service. In mid-1950 
intercity truck freight service linked Moscow with Leningrad, 
Ryazan, Tula, Kaluga, Smolensk, and other communities in this 
general area. A Moscow-Tula bus service, using ZIS limousines, 
began in late 1950, and in August 1951 daily bus service was in- 
augurated between Moscow and the cities of Simferopol, Kharkov, 
and Yalta. In early 1952 the existence of Orel-Moscow, Simferopol- 
Kharkov, Kursk-Kharkov, and Orel-Kursk bus lines were noted, 
while later in the year bus service was reported available connecting 
Kiev with other leading Ukrainian cities and with Gomel in Belo- 
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russia. Presumably this network of intercity truck and bus lines 
will expand over time, but by early 1954 these services still were of 
comparatively minor importance and limited coverage. One factor 
apparently inhibiting such long distance motor service is the lack 
of gasoline stations on the roads. In late 1951 it was pointed out 
that trucks moving between Moscow and Kiev had to leave Moscow 
with sufficient gas for the round trip, so that gasoline occupied one- 
third of their total carrying space! 24 

Soviet utilization of trucks and cars has been greatly hampered 
by the poor care given these vehicles and the great shortage of 
proper facilities for their repair and maintenance. In 1938, for 
example, only 43.1 per cent of all trucks available in the country were 
put to work each day. At the end of 1938 only two thirds of all 
machines were in movable condition, and less than half were in 
technically correct order. About 40 per cent of all machines required 
large or medium-sized repair jobs. The effects of poor current 
maintenance were aggravated by the lack of sufficient numbers of 
garages and repair shops. In 1939 there were reported to be only 
seven service stations in the Soviet Union, as compared with 90,000 
in the United States. The lack of spare parts also crippled the work 
of motor transport, forcing widespread “cannibalization” of trucks 
and automobiles to keep part of the vehicle supply moving. Scarce 
supplies of gasoline and lubricating oils were wastefully used. 
Similar complaints about the poor technical care of vehicles, ex- 
cessive idleness of trucks resulting from spare-parts shortages, 
lack of repair and vehicle service facilities and the like were still 
frequently voiced in the early 1950's, though presumably the much 
larger number of vehicles available in the Soviet Union by 1953 or 
1954 had been at least partially matched by some increase in facilities 
for taking care of them.?9 


Maritime Transport 
Despite the long coastline of the USSR in the north, east, and 


23 Moskovskaya Pravda, July 29 and December 9, 1950. Pravda, August 20, 
1951. Izoestia, March 28, 1952. Pravda Ukrainy, November 22, 1952. 

24 Izoestia, September 29, 1951. 

25 Planovoye Khozyaistvo, No. 10 (1939), pp. 72-90. 

24 Pravda, March 9, 1951. Izvestia, March 1, March 8, and September 10, 
1952. 


416 TRANSPORTATION AND COMMUNICATION 


south, the Soviet Union — and Czarist Russia before it — has never 
been a major maritime power. Many of the country's maritime ports 
are frozen for three to nine months each year, creating problems 
similar to those faced by the river transport system. In addition 
much of the northern and eastern coast of the USSR is far from any 
large concentration of population requiring transport service. How- 
ever, the desire to become a significant maritime power has been 
a significant force in Soviet transport development, and the op- 
portunities for achieving this goal have become brighter in the past 
decade with the acquisition of the key Baltic ports of prewar East 
Prussia and the formerly independent Baltic States. 

The development of Soviet maritime transport is shown below: 


TABLE 40. Soviet Maritime Transport in Selected Years. 


Unit 1929 1938 1940 1950 1955 Goal 
Freight...... Billion 

ton-km. 10.4 88.7 23 38 59-61 
Passengers . . . Million 15 3.1 * p: * 


* Data unavallable. 

Sources: Sot. So (19: 38), p. 107. Entsiklopediya, col. 951. Pravda, April 27. 1951 
and October 12, 

The great bulk of freight and passenger traffic carried by the 
Soviet merchant marine is moved between ports of the Soviet Union. 
Soviet ships participate also in international maritime commerce, 
though their role has been minor up to the present. Trade with over- 
seas countries is rather small. Relatively few persons travel to and 
from the Soviet Union at all because of the restrictive Soviet policy 
toward foreign travel and visitors from abroad; and ships must 
compete with the USSR's rail connections both with European 
countries to the west and through China to Asia in the Orient. The 
chief maritime ports of the USSR in 1935, in order of the freight 
volume they handled, were: Baku, Astrakhan, Makhach-Kala (an oil 
port on the Caspian Sea), Batumi, Leningrad, Odessa, Mariupol, 
Novorossiisk, Archangel, and Vladivostok, each of which handled 
2,000,000 or more tons of freight that year. In the postwar era, 
such major Baltic Sea ports as Kaliningrad (formerly Kónigsberg), 
Riga, and Tallin, which have been acquired since 1935, would prob- 
ably have to be added. 


27 Sot. Stroi., p. 470. 
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In the postwar period, the USSR has pushed an extensive program 
of rebuilding its leading ports — particularly those in the west de- 
stroyed or damaged during the war. It has emphasized improve- 
ment of freight-handling facilities in these ports through installation 
of mechanical loading and unloading equipment, as well as the pro- 
vision of adequate warehousing space. By 1950 the number of deep- 
water piers was scheduled to be 1.7 times as many as in 1940, and 
ship repair yards on the Baltic and Black Seas were to be completely 
restored. Ship-building facilities were to be greatly increased during 
1946-50, partially through the building of two new shipyards, one 
on the Baltic and one on the Black Sea. The Fourth Five-Year Plan 
called for the building in 1950 of twice the ship tonnage constructed 
in 1940. The acquisition of ships from former enemy states, particu- 
larly the German liner Patria now called the Rossiya, has aided the 
USSR's maritime fleet in the postwar period. Much of the USSR's 
merchant marine freight-carrying capacity during the past decade 
has been provided by American vessels borrowed during World 
War II. The USSR has been slow to return these vessels, perhaps 
because of inadequate new building. 

A major objective of the first postwar five-year plans has been the 
conversion of the Northern Sea Route into a normal waterway. 
This route was first developed in the early 1930's. The objective has 
been to provide a direct sea path from Leningrad and other north- 
western ports to the basins of the Ob, Yenisey, and other Siberian 
rivers, as well as to the ports of the Soviet Far East. This waterway 
through the Arctic Ocean offers some of the greatest challenges in 
the world to navigators, since the period of navigation may vary 
from 70 to 120 days. Ice conditions in different parts of the 
area vary greatly and change frequently. To make this route pass- 
able, much effort and expense have been required to provide light- 
houses, ice breakers, weather information, and other aids to naviga- 
tion. The Third Five-Year Plan set 1942 as the time for routine 
functioning of this route, but the war made that goal unattainable, 
forcing its postponement to 1950 or later.?5 

As of January 1, 1949, the USSR had 423 sea-going ships of 
1,788,000 deadweight tons, little more than the prewar figure of 
1,600,000 deadweight tons. More than half the 1949 Soviet fleet was 


28 Trevor Lloyd, ^The Northern Sea Route," Russian Review, April 1950, pp. 
98-111. 
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twenty or more years old, with a speed of less than twelve knots an 
hour. By 1950 the USSR hoped to have a maritime fleet totaling 
3,200,000 tons. This goal was not attained. In 1953 the entire Soviet 
bloc — primarily the USSR and Poland — had a seagoing merchant 
fleet with a gross tonnage of 2,500,000 tons, against 81,000,000 tons 
in the fleets of the free world. 

Soviet dissatisfaction with the size of its maritime fleet was in- 
dicated by the energetic efforts made during 1950-54 to place orders 
for ships in foreign shipyards. Yet the limited beginnings made in 
the early postwar period toward establishing Soviet luxury inter- 
national passenger service were given up around 1950. In mid- 
1951, it was reported that the Jarge ocean-going passenger liners, 
Rossiya, Gruzia, and Ukraina had been converted to domestic- 
cruise liners making ten-day tours of the Black Sea from Odessa 
to Batumi.?? 

Indicative of the progress being made on the Northern Sea Route 
was the 1952 report of a successful voyage by a fleet of Soviet ships 
which travelled 12,000 kilometers from the Volga River to Yakutsk, 
8,000 kilometers of this journey being along the Northern Sea 
Route.! Further efforts to improve ocean ports, increase the ton- 
nage of the maritime fleet, and increase the capacity of Soviet ship- 
yards were called for in the maritime transport provisions of the 
Fifth Five-Year Plan. 

In May 1954 the Soviet Army newspaper, Red Star, printed the 
fullest progress report on the Northern Sea Route. This indicated 
that the entire Arctic sea coast of the Soviet Union had been 
systematicall explored, that an elaborate network of reporting 
stations had been set up to facilitate safe movement, and that the 
transport work done over this northern waterway was at record 
levels. 


Air Transport 


Air movement of passengers, mail, and freight has grown rapidly 
in the USSR since the late 1920's, owing to the speed with which 


29 American Merchant Marine Institute Study reported in New York Herald- 
Tribune, July 31, 1949. East-West Trade Trends, Report to Congress of the 
Foreign Operations Administrator, May 17, 1954, p. 25. 

30 Ogonyok, No. 26 (June 1951). 

31 Izvestia, September 28, 1952. 
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the great distances between major cities in European and Asiatic 
parts of the country can be covered in comparison with train or other 
surface transportation. Moreover, many important areas of the 
USSR are not connected by rail or by good roads with the rest of 
the country. For these relatively isolated regions, air transport 
provides an important means of communication without the neces- 
sity of investing large sums in building railroads or hard-surfaced 
automobile roads, investments that are as yet unjustified by the 
volume of passenger and freight traffic to and from these areas. 
The length of route covered by Soviet air lines grew from 18,500 
kilometers in 1929 to about 140,000 kilometers in 1939. It was 
‘scheduled to attain 175,000 kilometers in 1950. The volume of 
freight service performed grew from 400,000 ton-kilometers in 1929 
to 30,300,000 ton-kilometers in 1938. The number of passengers 
carried increased from only 9,800 in 1929 to over 300,000 a decade 
later? Before the war, Moscow was the single major hub of the 
Soviet civil air network, the major lines connecting it with all im- 
portant regions of the country—the Far East, Leningrad, the 
Ukraine, North Caucasus, and Central Asia. More recently, ap- 
parently, Leningrad has become a secondary major hub, having 
connecting lines to Siberia, Central Asia, the Urals, the Ukraine, the 
Baltic States, and other areas. In Central Asia, Yakutia, the Cau- 
casus, the Far East, and the Far North, areas where surface 
transportation is relatively poorly developed, local and regional air- 
lines have been developed to help make up for the deficiencies of 
alternative transport facilities. In addition to purely domestic air 
routes, Soviet airlines in the postwar period maintain routes to the 
capitals of many of the border countries in Eastern Europe and 
Asia. Soviet planes make regular flights to Poland, Czechoslovakia, 
Hungary, Rumania, Bulgaria, Finland, Austria, Afghanistan, China, 
Mongolia, and Korea.?* A significant development in late 1953 was 
the agreement reached between the Soviet civil airlines organiza- 
tion, Aeroflot, and the Scandinavian Air Lines, Under terms of this 
agreement, the facilities of the Soviet and Scandinavian lines are 
joined so that a passenger may board a Scandinavian plane any- 


32 Sot. Stroi., (1933-1938), p. 108, and USSR Information Bulletin, April 22, 
1949, pp. 264-65. 

33 USSR Information Bulletin, op. cit, p. 264; Entsiklopediya, cols. 973-74. 
Izvestia, July 18, 1950. 
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where the line reaches as the beginning of a flight anywhere into 
the area served by the Soviet line, Scandinavian doing the booking 
in the non-communist world. Connections with and transfers to 
Soviet planes are made at Helsinki. A similar Soviet-French air 
agreement was signed in June 1954. 

Although the airplane industry and the airlines of the USSR have 
made great advances technically since the late 1920's, there seems 
good reason to believe that they lag behind those of the United 
States. Not until 1948 was regular night flying introduced on a 
number of major air routes in the USSR, though in this country 
night flying — which requires extensive radio installations to guide 
planes — was common almost a decade earlier. Formerly, too, rig- 
orous winter conditions forced maintenance of a much more limited 
schedule of flights than in summertime, but in 1948 it was reported 
that the winter schedule would be almost as extensive as that of 
summer. The frequency of long flights has also been increased 
sharply. In 1948 the Moscow-Vladivostok run took place only ten 
times a month, but in the summer of 1949 it was being conducted 
daily. Over 500 routes were reported operating in June 1948; a 
year later the number of routes and the frequency of flights were 
said to have been increased substantially.2° At the end of 1949, the 
volume of Soviet civil air transport service was reported to be eight 
times that of 1940. The length of fleet route was claimed to exceed 
that of the United States, a claim apparently based to some extent 
on duplicated mileage of different routes. Soviet airlines in 1950 
were also claimed to be carrying more freight than the airlines of 
any capitalist country.®¢ 

The most recent set of absolute figures concerning Soviet civil 
air transport is from the Soviet economic plan for 1941. For 1941, 
Soviet civil air transport was scheduled to move 48,000,000 ton- 
kilometers of freight and 387,000 persons. The Soviet radio has 
announced that in 1952 the Soviet civil air fleet's freight turnover 
was nine times that of 1940, suggesting that the actual figure may 
have been about 400,000,000 ton-kilometers. By 1955 the freight 

31 New York Herald-Tribune, June 9, 1948; Trud, June 8, 1948; Pravda, 
October 8, 1948, and June 1, 1949. 


35 Trud, June 8, 1948, and Pravda, October 6, 1948. 


36 Izvestia, July 18, 1950; Pravda, July 18, 1950; New York Herald-Tribune, 
February 6, 1949. 
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turnover of the civil air fleet is to be at least twice that of 1950, 
or probably in excess of 600,000,000 ton-kilometers. New air pas- 
senger lines opened in 1958 included Moscow-Murmansk, Moscow- 
Barnaul, and Leningrad-Chelyabinsk.28 


Communications 


The Soviet communications system ties together the complex and 
geographically dispersed economy of the USSR. Without it the 
planned coordination and operation of this economy would be im- 
possible. In addition, part of this communication system serves as 
a major vehicle for government propaganda and education. The 
transmission of personal messages for individuals is also part of 
the assignment of Soviet communications facilities, but probably 
a relatively smaller part than is the case in the United States be- 
cause of limited availability of telephones for general use. 

Soviet writers divide their communications system into the fol- 
lowing major branches: the postal system, the telegraph system, 
the intercity telephone network, intraurban telephone systems, and 
radio broadcasting. Radio-telegraphy, teletype transmission, wire- 
photo transmission, and television are also branches of Soviet com- 
munications. All this vast communications network is owned and 
operated by the government as an essential part of the over-all 
national economy. Most of this network is administered directly 
by the Ministry of Communications. A number of branches of the 
economy, such as raiJroads, airlines, and the weather forecasting 
service, have their own radio, telegraph, and telephone networks 
to meet their own needs, but the technical condition and develop- 
ment of these are also under the general control of the Communica- 
tions Ministry. The ministry charges for the services of its facilities 
through the sale of stamps for postal deliveries and through tele- 
graph, telephone, and related charges, as in other countries. 

Over the past three decades and more, the Soviet government 
has vigorously pushed expansion and technical improvement of 
communications facilities. The Czarist regime did have a mail 
delivery system, a telephone and telegraph system, and the begin- 
ning of radio broadcasting. In keeping with the concentration of 
economic activity and population in the western areas, there was a 
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similar concentration of communications facilities in the same re- 
gions, though as early as 1861 there was telegraph service to Irkutsk 
near Lake Baikal. The Soviet government has done much to in- 
crease the availability of postal and electrical communications 
throughout the country, particularly from the Urals to the Pacific, 
where they were least developed before 1917. In the past two 
decades, there has been much effort, too, to bring the telephone 
and radio into the rural areas, but this has been hampered by the 
fact that most Soviet farms lack electricity. Battery-operated radios 
are therefore often used. 

The state of the Soviet communications system before the Ger- 
man invasion of June 1941 is indicated by the following goals as- 
signed by the government economic plan for 1941: ?? 

Mail System: 2,580,000,000,000 letters; 48,000,000 parcels; 104,- 
000,000 money orders; 50,669 postal stations. 

Telephone System: 1,816,800 kilometers of long-distance lines; 
997,000 kilometers of local telephone lines; 1,088,800 urban tele- 
phone numbers; 80,600,000 inter-city and international telephone 
calls. 

Telegraph System: 16,116 telegraph sending units; 144,000,000 
telegrams transmitted. 

In 1947 there were 51,000 post-office branches over the USSR, 
backed by an elaborate system of automobile, train, and plane trans- 
port, with final delivery by letter carriers. Besides letters of all 
kinds, the postal system distributes huge numbers of Soviet news- 
papers — some 6,600,000,000 copies in 1940 alone. Air mail is car- 
ried on all major lines as well as on local aviation systems in areas 
where surface transport is poorly developed. Mechanization of the 
handling and sorting of mail has been pressed and continues to be 
emphasized in the drive for greater efficiency and speed in the 
postal system.4° Occasional complaints in the Soviet press about 
slow delivery of letters and newspapers suggest that the mail system 
is still somewhat primitive and slow in some areas, despite the un- 
doubted advances over the past several decades. The 20,000 post- 
office branches destroyed during World War II were reported to 
have been all restored by the end of 1945. 

About 31,500 telegraph offices operated in the USSR in 1947 as 


39 Gosudarstvenny Plan Razvitiya . . . na 1941 God, pp. 480-81. 
40 Entsiklopediya, cols. 992-94. 
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compared with 5,100 combined mail and telegraph offices operat- 
ing in 1918. There were 175,000,000 telegrams sent in 1946, almost 
five times the 36,000,000 sent in 1913. By 1938 some 96 per cent 
of all cities and rural district centers had telegraphic connections 
with the capitals of their provinces, suggesting that the telegraph 
system covered virtually all the inhabited areas of the USSR. The 
growth of both the telegraph and telephone system of the USSR is 
indicated by the fact that the total length of lines for these facilities 
has grown from about 500,000 kilometers in 1918 to around 2,400,000 
kilometers in 1938, an almost fivefold increase. Soviet specialists 
have introduced improved telegraph transmission systems, teletype 
communication, and radio telegraphy to speed this branch of com- 
munications.‘ 

The USSR has a comprehensive system of telephone communica- 
tions connecting Moscow with all provincial centers and, through 
them, with the centers of smaller regions. Similarly the capitals of 
each of the Soviet republics are connected with their provincial and 
district centers. The number of telephones installed grew from 
about 330,000 in late 1929 to 1,272,500 at the end of 1938. The 
extension of the telephone network before the war made it possible 
by 1940 to call Vladivostok from Moscow, as well as to establish 
radio-telephone communication between Moscow and San Fran- 
cisco. Before World War II, the USSR had made substantial gains 
in raising the quality of its telephone system, installing increasingly 
automatic exchange equipment and other technical improvements 
as well as increasing the capacity and coverage of the system. 
Nevertheless, the number of telephones was so limited that at the 
end of the 1930's the Soviet Union was seventh among the countries 
of the world in this respect, lagging behind Canada, which has less 
than one tenth of the USSR’s population. During World War II, 
most of the lines going through the areas occupied by the Germans 
were destroyed, so that 130,000 kilometers of telephone-telegraph 
wires had to be restored during 1943-45. A great deal of aid was 
received from the United States during the conflict, including more 
than 850,000 miles of field-telephone wire and 275,000 field tele- 
phones for the Red Army.*? 


41 Ibid.; Sot. Stroi., p. 504. Sot. Stroi. (1933-38), p. 109. 

42 Ibid., and A. J. Steiger, "Communications: Railways, Highways, Air," in 
E. J. Simmons, editor, USSR, A Concise Handbook, pp. 284-85. Ithaca: Cornell 
University Press, 1947. 
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The intra-urban and rural telephone networks of the USSR exist 
primarily for business purposes, the use of phones for personal 
business being minor. The extension of telephone service through- 
out the country has apparently permitted virtually all cities of any 
significant size to have local systems. By 1947 telephones had been 
provided for 75 per cent of all rural governmental units and 90 
per cent of all Machine Tractor Stations. Great damage was in- 
flicted during World War II on the local systems of all communities 
in the areas occupied by the Germans, stations having a capacity 
of 325,000 numbers being destroyed. Much of this destruction had 
been repaired by the end of 1946, however, and this rehabilitation 
has presumably been continued since that time. 

Soviet radio broadcasting is a major means of spreading govern- 
ment propaganda, news, educational material and entertainment 
to the domestic audience. The USSR also has a very extensive 
foreign broadcasting program for propaganda purposes. By 1940 
it had 126 large urban transmitters, as against only 41 in 1929. In 
addition there were about 2,000 local rural radio transmitters. Radio 
reception is provided, for the most part, through loudspeakers in 
homes and public places, all wired to a central receiver. In 1940, 
there were some 5,500,000 listening posts connected with 10,000 
wired networks of this type.** In 1948 it was reported that there 
were 7,000,000 such listening points, and that the USSR had 100 
large radio stations, a number scheduled to increase by 28 by 1950. 
Production and utilization of individual receiving sets have in- 
creased greatly in the postwar period, but they remain few in 
number and high in price, so that they are out of the reach of most 
Soviet citizens. In May 1947, individual radio sets were estimated 
to have numbered only 1,300,000, about 18 per cent of all receiving 
equipment in operation. A Pravda editorial late in 1948 com- 
plained sharply of the lack of individual radio receivers and of the 
poor quality of many of those produced. It reported a severe 
shortage of radio tubes and other spare parts, which, it said, kept 
many receiving units and some stations out of commission for ex- 


43 Entsiklopediya, cols. 995-96. 
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tended periods.'$ Although similar complaints have been repeated 
frequently since then, the lack of radio parts did not prevent the 
USSR from inaugurating in 1949 a comprehensive program for 
jamming American and British broadcasts to Russia. These jam- 
ming activities indicated clearly both the high level of Soviet radio 
technique and the availability of large supplies of equipment and 
replacements. 

In early 1953 it was reported that the Soviet Union's network of 
radio receivers was almost twice as large as in 1940, and that the 
number of receiving installations — presumably both individual sets 
and loud speakers wired to a central receiving unit — would be 30,- 
000,000 by 1955.47 The rapid rate at which the number of radio 
receivers is to grow is indicated by the announced production goals 
of 2,861,000 radios in 1954 and 8,767,000 radios in 1955.18 But even 
if these production goals are achieved and there are 30,000,000 or 
more radio receivers in 1955, this will still be equivalent to only 
about one receiver for every seven or eight persons, suggesting 
that large numbers of Soviet people, particularly in rural areas, 
will still not have their own radio reception. 

Television transmission in the USSR began in 1938, was sus- 
pended during World War IL, and was resumed thereafter. By 
the middle of 1954, regular Soviet television stations were being 
operated or being built in ten cities, Moscow, Leningrad, and Kiev, 
the most important of them. Television receivers were still very 
expensive, even though most had only small screens, 4 inches by 5 
inches or somewhat larger. The number of television receivers 
installed by the middle of 1954 was probably little if any greater 
than 250,000, though for 1954 to 1956 the government promised 
rapid growth in television-set production with the following goals 
set: 1954 — 325,000; 1955 — 760,000; 1956 — 1,000,000. Color tele- 
vision was still only experimental in early 1954. There has been 
some indication of government plans to institute a system of TV 
screens wired to a single receiver as the basis for mass television. 

46 Pravda, November 22, 1948. 


47 Izvestia, May 7, 1953. 
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TRADE, HOUSING, AND SERVICES 


EI CHAPTER will deal with those areas of the Soviet 


economy that provide consumers with the goods and services th ; they 
enjoy: the distributive system, the organization of housing, and and 
municipal and other services. Earlier chapters have pointed out 
that satisfaction of consumer wants in the USSR's economic develop- 
ment has usually been secondary to the requirements of heavy in- 
dustry, transport, and the armed. forces. Even at the low average 
standard of living of the USSR, however, consumption normally 
takes substantially more than half of the gross national product or 
national income, both goods and services being included in these 
totals. A large and complex network of organizations is required 
to serve consumers. Both the size and range of functions of this 
network have tended to expand with the increasing urbanization 
and economic specialization of the Soviet population. 

Soviet consumers form a large and heterogeneous mass of people 
composed of many groups, each with its own wants and needs. 'The 
requirements of a peasant family in a remote Siberian village differ 
sharply from those of a Moscow worker's family in which all adults 
have regular jobs. There are substantial income differences in the 
Soviet population, with corresponding sharp differentials in stand- 
ards of living. A successful author may have a house in Moscow, 
a summer home in the Crimea, two cars, servants, and imported 
clothes. His way of life is an upper extreme far removed indeed 
from the customary consumption patterns of most Soviet citizens, 
yet the Soviet government has the problem of providing the goods 
and services high income groups expect as well as the more modest 
requirements of the majority. 
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Soviet Living Standards 


Throughout Soviet history—as well as under the Czarist regime— 
the average standard of living in the USSR has been low compared 
with that in Western Europe and the United States. The Soviet 
diet has been predominantly composed of bread and other grain 
crops; meat, eggs, milk and dairy products, fruits, and most vege- 
tables have been a minor part of it. Before World War II, after 
recovery had been achieved from the low levels of the early 1930's, 
the average Soviet citizen consumed around 9,800 calories daily, 
about as much as the average Bulgarian. Roughly two thirds of 
these calories were accounted for by bread and other grain foods; 
only about 10 per cent were obtained from meat and milk. In the 
same period the average American consumer received over 3,200 
calories daily, of which well under one third were secured from 
grain products; meat and milk together contributed even more 
calories than grain products. A similar contrast is shown for this 
period between the Soviet diet and that of Great Britain, Denmark, 
Germany, Canada, Argentina, and Australia, though the differences 
are smaller. 

The general nature of the Soviet diet is indicated by the 1947 
food ration schedule that prevailed in Moscow. This schedule, 
shown below, was supplemented by potatoes and vegetables grown 


Taste 41. Basic Monthly Food Rations in Moscow, January 1947. 


Other 
Heavy Manual Clerical 
Workers Workers Workers Dependents* Children 


Food ( POUNDS PER MONTH) 

Breadt ............ 42.0 36.0 30.0 18.0 0 21.0 
GIES: sores rrr rs 44 4.4 3.8 2.9 2.2 2.8 
Meat and Fish ...... 4.9 4.9 2.8 18 0 138 
Fats. saad 18 18 9 4 0 E! 
Sugar .... aee 2.0 2.0 11 9 9 1.1 
Sall senescere 9 9 3 9 9 9 
SGA: accitescordess 1 1 pi l 0 aA 


* Dependents were grouped into two categories. 
t 30-day month basis. 
Source: Monthly Labor Review, July 1947, p. 29. 
1 John D. Black and M. E. Kiefer, Future Food and Agricultural Policy, p. 40. 
New York: McGraw-Hill, 1948. 
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by workers themselves, by restaurant meals in factories, and by food 
purchased outside the ration system. The level of food consump- 
tion has been better than this at other times. Nevertheless the pre- 
dominance of grain products and the relatively small quantities of 
protein foods such as meat and fish in these rations have been 
characteristic of the pattern of food consumption in the USSR 
throughout its history. 

In the field of consumer goods, a corresponding situation exists. 
The average Soviet citizen still has little chance to own consumer 
durable goods such as automobiles, refrigerators, washing machines, 
television sets, and the like, though phonographs, bicycles, and 
sewing machines are owned by an appreciable minority. A revealing 
picture of the low supply of clothing available to the Soviet popula- 
tion is provided by a January 1936 survey made by Soviet statistical 
authorities among 7,000 young workers in the largest enterprises of 
nine major Soviet cities, including Moscow, Leningrad, and Kharkov. 
The group surveyed was probably relatively well-to-do, but the 
findings are from from impressive. 


Taste 42. Clothing and Footwear Inventories of Young Workers in Nine Sovict 
Cities in January 1936. 


Average Number Average Number 
Men of Items Women of Items 
Overcoats and Topcoats... 1.3 Overcoats and Topcoats .. 1.8 
Suits «leere 0.9 Wool and Silk Dresses .... 1.2 
Trousers ........ eese 2.1 Cotton Dresses ......... 3.2 
Shire. EETL TEELS ET 3.9 Shirts: honne aaia 2.4 
Changes of Underwear ... 3.6 Tackets sone ee drove s 0.7 
Leather Shoes .......... 15 Blouses .......... Lees 3.4 
Changes of Underwear ... 4.4 
Leather Shoes .......... 15 


Source: Planovoye Khozyaistvo, No. 5 (1938). pp. 84-85. 


As we shall see in more detail below, inadequate and poor-quality 
housing has been and is one of the worst features of the Soviet 
standard of living. The rapid expansion of urban population during 
the 1930's far outstripped the growth of housing facilities, so that 
great overcrowding became the rule in Soviet cities. The enormous 
destruction of rural and urban homes in western areas during World 
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War II forced millions to live in dugouts, caves, and similar make- 
shift quarters. In the eastern areas beyond the furthest limit of 
German penetration, city populations increased greatly during the 
war, while only minimal resources were allocated for housing. Sub- 
stantial progress was achieved in building new housing during the 
Fourth Five-Year Plan, but even in 1950 this was one of the worst 
areas of ordinary Soviet life. 

Interesting light on the Soviet standard of living is given by the 
pattern of consumer expenditures before World War II shown 
below.? 


1934 1938 
Expenditures (PERCENT OF EXPENDITURES) 
Goods and Restaurant Meals .......... esses 77.8 79.6 
Services of All Kinds .....sseseecccssevesees 10.5 9.6 
[Jiréct Taxes «airo viptrinbs ao Prose daa 4.9 3.2 
Savings, Government Bonds, Insurance, etc.. .... 8.0 7.6 


Discussing the significance of these figures, a Soviet economist 
pointed out the great discrepancy between Soviet and. American 
expenditure patterns with respect to services. Quoting an estimate 
that in the United States 26 per cent of consumer expenditures go 
for services, he declared that the Soviet figure of less than 10 per 
cent in 1938 was much too low, even if allowance is made for the 
free medical service available in the USSR Behind this statistical 
difference is the great paucity of service and recreational facilities 
in the USSR, so that it is frequently none too easy to obtain even 
laundry, dry-cleaning, or good shoe-repair service. 

The Soviet standard of living has not been static of course, but 
has fluctuated sharply upward and downward at different periods 
since 1917. The worst years were those immediately following the 
Bolshevik revolution, 1917-21, during most of the First Five-Year 
Plan, 1930-33, and during and immediately after World War II, 
1941-45. The best years from the point of view of consumers, were 
those around 1928, 1938, and 1950-54. Even taking these drastic 
fluctuations into account, however, it seems correct to say that 
throughout the era of the Soviet regime most Soviet consumers have 
T 2 N. S. Margolin, Balans Denezhnykh Dokhodov i Raskhodov Naseleniya, p. 9. 


Moscow-Leningrad: Gosplanizdat, 1940. 
3 Ibid., p. 10. 
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been ill-fed, ill-clothed, and ill-housed by western standards. Soviet 
consumers, of course, have little knowledge of western standards 
and do not use them in evaluating their own lot. They are probably 
much more impressed by the ups and downs they themselves ex- 
perience. Nevertheless, there is no reason to believe that they have 
been content with the poor standard of living the Soviet xegime 
has been able to provide them at the best of times. It is significant 
that in their public utterances in peacetime, Soviet leaders have 
always been careful to express their determination to improve the 
living standards of their people. 


The Distribution System 


Since the outlawing and elimination of private merchants in the 
early 1930's, the Soviet distribution system has been composed of 
three sectors: the state trading network, the cooperative trading 
network, and.the free.farm markets. The organization and function- 
ing of this distribution system have varied from time to time. From 
1930 to 1935 and from July 1941 to December 1947 rationing was 
general throughout the USSR; from 1936 to June 1941 and since the 
end of 1947 nonrationed distribution has prevailed. Since 1930 the 
scarcity of goods has been such that a sellers market has usually 
prevailed, with marked effects upon the efficiency and operation 
of the distributive system. Both the state and the cooperative sales 
networks are considered part of socialist trade and are governed 
fairly closely by the annual economic plan. In the farm markets 
located in cities or at railroad stations, collective farms, collective 
farmers, and individual peasants may sell whatever produce is left 
after their government delivery obligations are met. Prices on these 
markets are determined by supply and demand, and planned govern- 
ment control over them is indirect rather than direct. In 1940 about 
216,000,000,000 rubles’ worth of goods were sold through the dis- 
tributive system. Of this, 128,500,000,000 rubles, almost 60 per cent, 
were accounted for by the state distribution system; 46,600,000,000 
rubles, somewhat more than 20 per cent, by the cooperative stores; 
and 41,200,000,000 rubles, a little less than 20 per cent, by the farm 
markets.* 

The state trading system embraces a large variety of organizations 


1 M. M. Lifits, Sovetskaya Torgovlya, p. 33. Moscow: Gospolitizdat, 1948. 
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Rn primarily, as well as some special groups, such as the 
armed forces, whose Voyentorg is the equivalent of the American 
Post Exchange. The Ministry of Trade~a union-republican ministry 
—is the central organization here, but other ministries are also active 
in this field, either as suppliers or as both suppliers and retail dis- 
tributors, with stores selling to the population. Each year the gov- 
ernment’s economic plan determines the volume of goods to be 
made available to the population and the prices to be charged in 
government stores. For major commodities such as textiles and 
shoes, the quantities to be, sold are determined explicitly; the same 
thing is true of the relatively small numbers of consumer durable 
goods such as automobiles. “and radios. . In pl planning domestic trade 
an effort is made to link the planned | financial 1 resources. of the popula- 
tion — that is, money income from wages, pensions. sales by farmers. 
and so on — with the volume of goods. and services. tbat..will be 
available, taking account of the amounts that will go for taxes, for 
purchase of government bonds and sayings, and for other non- 
consumptive uses.5 The Ministry of Trade is the main government 
planning and administrative agency in the distribution field, and 
other ministries exercise similar control over their subordinate 
trading organizations. Coordination of the entire distributive system 
is achieved through the State Planning Committee and the Council 
of Ministers. 

At the wholesale level, the most important state organization is 
probably the Ministry of Requisitions, which procures agricultural 
products delivered to the state by collective farms and farmers in 
fulfillment of their compulsory delivery obligations and also in 
payment for Machine Tractor Station services. The Chief Ad- 
ministrations for Sales of the various industrial ministries sell that 
portion of their product destined for retail sale to the trading or- 
ganizations, the importance of such sales depending in each case 
upon the nature of each ministry's output. In late 1953 the Ministry 
of Trade took over, from the ministries producing consumer goods 
and foods, the wholesale distribution agencies charged with selling 
these commodities to retail distribution organizations Actual 
wholesale distribution of industrial goods is organized around a 


5 Margolin, op. cit., pp. 20-23. 
$ Pravda, October 25, 1953. 
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large system of warehouses, the Prombazy, which receive goods from 
factories and deliver to large stores and to state and cooperative 
retail trading organizations. These are independent enterprises 
subordinate to either a particular chief administration or to the 
state trading organization in a particular republic or province." 

The Torg is the main retail sales unit of the Ministry of Trade. 
This enterprise usually has subordinate to it a chain of stores in a 
particular city or locality selling a specified group of products. Each 
Torg is managed by officials appointed by the Ministry of Trade in 
the republic where it is located. It has staff departments for purchas- 
ing at wholesale, managing retail stores, planning, finance, and so 
on. A Torg may have under it large stores, each with its own budget 
and a relatively great degree of freedom in making purchases; or 
small stores headed by a director or manager who has little latitude 
in running operations. The stores within the Torg system supply 
the main bulk of necessities to most urban customers, but there are 
other stores that cater to demands of the higher-income groups for 
better quality and more diversified merchandise. The large Univer- 
mag or department store in each of the major cities has the largest 
variety of goods. In late 1953, in Moscow, a sort of super department 
store, the GUM (State Department Store) was reintroduced with 
a very wide selection of goods and services offered to consumers, 
similar to those offered in large American department stores. In 
addition to the retail establishments subordinate to the Ministry of 
Trade, there are other stores subordinate to various specialized 
ministries and selling their products. Drugstores are operated by 
the Ministry of Health. In 1944 the Ministry of Trade's retail estab- 
lishments accounted for 39 per cent of all retail sales exclusive of 
those on the farm markets, while the stores of other ministries ac- 
counted for another 6 per cent of the total? A mail-order merchan- 
dising organization, Soyuzposyltorg, began operation in 1949. 

The organization of state trade described above is that which has 
existed in the periods when rationing was not in force, from 1936 
to mid-1941 and since December 15, 1947. A greater complexity 
existed during the periods of rationing, 1930-35 and 1941-47. The 
bulk of goods then were sold to the urban population in accordance 


1 L. E. Hubbard, Soviet Trade and Distribution, pp. 80-81. 
8 Ibid., pp. 81-88; Pravda, October 25, 1953. 
® Ryauzov and Titelbaum, op. cit., pp. 64-65. 
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with ration schedules. In addition, commodities of all kinds could 
be bought without ration cards in so-called "Commercial stores" at 
much higher prices than those charged for goods obtained on rations. 
In this way an outlet was provided for the surplus incomes of Soviet 
citizens. In the early 1930's there were also Insnab stores, which 
sold to foreigners only, and Torgsin establishments, where goods 
could be bought only for foreign currencies and precious metals. 
During both periods of rationing, goods available to the Soviet 
population were differentiated according to the group into which 
each person fell. Highest rations were given to manual workers in 
the most important industries — and also to high government officials 
— and the lowest rations were allocated to adults not engaged in 
productive work outside the household, such as housewives. During 
both periods a large fraction of retail trade was handled through 
Departments of Worker Supply (O.R.S.) attached to different fac- 
tories and other enterprises. These ran factory restaurants and sold 
scarce consumer goods to workers, frequently obtaining food sup- 
plies by operating their own farms.!? In 1944, O.R.S. establishments 
accounted for 23 per cent of all retail trade turnover exclusive of 
farm market sales.!! Despite the improvement of supply conditions 
after World War II, the work of these factory stores has apparently 
continued, and they are still important in key industries. 


Cooperative Trade 


Soviet cooperative trade is dominated by. the. large network of 
consumer cooperatives throughout the. country, though industrial 
the mid-1930's to 1946 the activities of consumer cooperatives were 
confined entirely to rural areas, while state establishments con- 
centrated on urban markets. From late 1946 to 1949, however, 
notable expansion of consumer cooperative retail stores and res- 
taurants took place in cities throughout the USSR as the result of 
a government order, one announced objective of which was to im- 
prove the operation of state stores by giving them more competition. 
The urban consumer cooperative network was liquidated in the 
summer of 1949. Thereafter, apparently, the pre-1946 semi-monop- 


19 Hubbard, Soviet Trade and Distribution, p. 39. 
11 Ryauzov and Titelbaum, op. cit., pp. 64-65. 
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oly of the state trading system in the cities has been re-established, 
while the consumer cooperative distributive apparatus has concen- 
trated solely upon the task of serving rural areas.? The magnitude 
of consumer cooperatives’ operations, even when confined to rural 
areas, is obvious from the fact that at the beginning of 1953 these 
cooperatives operated over 254,000 retail outlets in which more than 
1,000,000 employees worked. The number of cooperative members 
was put at 33,000,000 in mid-1953.18 

All consumer cooperatives in the, USSR are part of a central or- 
ganization called. Tsentrosoyuz, which performs somewhat the same 
functions in relation to.the-cooperative distributive system as does 
ihe Ministry. y. of Trade-for. -the-corresponding state apparatus. The 
basic unit of Tsentrosoyuz is the village cooperative or Selpo. Dif- 
ferent Selpo in a particular district are united in a district federation 
of cooperatives known as the Raysoyuz, and there is further integra- 
tion into provincial and republican organizations as well as into the 
national Tsentrosoyuz. A Selpo may have from several hundred to 
several thousand shareholders, who elect the president and other 
officials as well as delegates to the Raysoyuz. The latter in turn 
elect delegates to the next higher body, the provincial cooperative 
union. In accordance with the Rochdale cooperative tradition, 
Soviet cooperatives are nominally democratic organizations with 
ultimate power in the hands of the members. But as in other Soviet 
institutions, the democratic facade conceals an organization that is 
controlled and directed by the state and the Communist Party in 
all essential matters.!* 

The village cooperative or Selpo operates the shops that supply 
the needs of that village, the number and character of these shops 
depending upon the size of the village, its prosperity, and other 
relevant characteristics of the community. The Selpo is frequently 
an independent enterprise that does not limit its functions to retail 
sales but also purchases goods from various industrial wholesale 
suppliers. In addition it frequently acts as an agent for its members 
"1? The transfer of consumer cooperatives' urban stores to the Ministry of 
Trade in August 1949 was largely unannounced at that time, but was finally 
acknowledged in Voprosy Ekonomiki, No. 5 (1952), p. 21. The official reason 
given was the successful operation of the Ministry's stores, implying that com- 
petition was no longer necessary. 


13 Izvestia, June 23, 1953, and Pravda, July 4, 1953. 
14 Hubbard, Soviet Trade and Distribution, pp. 76-77. 
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in selling surplus farm produce to both cooperative and state pur- 
chasing organizations. The higher links in the hierarchy of the 
consumer cooperatives, such as the Raysoyuz and organs superior 
to it, concentrate on wholesaling functions and on supervising and 
controlling subordinate bodies in the administrative pyramid. The 
district cooperative councils, or Raysoyuz, often maintain stores in 
larger towns to which consumers from surrounding villages can 
turn for a larger and more diversified stock of goods than that ob- 
tainable in village stores. 

Free farm markets exist at many points in the USSR, in cities, 
towns, and at railroad stations, where peasants bring their.surplus 
produce for sale. Soviet economists term this market "unorganized" 
‘because its prices are set by supply and demand rather than by gov- 
ernment edict. For this reason, as we shall see below, prices in these 
markets have been very revealing indicators of inflationary pressures 
on the Soviet economy in various periods. Those collective farms 
and collective farmers who are near an urban community or a rail- 
road station where they can sell any appreciable amount of their 
produce are fortunate. The fraction of their output disposed of 
there is sold for higher prices than those paid by the government 
for obligatory deliveries to it, or paid by Soviet institutions for their 
“decentralized” purchases. But many collective farms are located in 
areas where the lack of urban communities or the poor condition of 
roads makes it difficult or impossible for them to sell any surplus 
on this free market. Farms and farmers in such a geographically 
disadvantageous position relative to urban markets benefit most 
from the purchasing activities of consumer cooperatives. These co- 
operatives buy surplus food and agricultural raw materials for sale 
in the cooperative stores or to state agencies, paying market prices 
prevailing in the rural localities. These quotations are usually well 
below urban market prices. 


One of the reforms instituted in the fall of 1953 was a system of 
commission purchases of collective farm surpluses by the consumer 
cooperatives. The intention of this reform was that the cooperatives 
would move these suxpluses to urban.areas for sale at the higher 
prices prevailing there, receiving a commission for this service and 
returning the remainder of the sales price to the farms. A major 


reason for this change was the discovery that 500,000 collective 
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farmers were engaged in selling on free markets, thus depriving the 
collective farms of a substantial work force. Mikoyan indicated in 
April 1954, however, that up to that time relatively little advantage 
had been taken of this new arrangement. One reason may have been 
farmers' distrust of the cooperatives and fear that they would not 
benefit as much financially as if they continued to market their own 
produce in the free markets. As of September 1953, there were 
about 8,500 of these free markets operating in cities and towns and 
at railroad stations and the like. They accounted for tens of billions 
of rubles of food product sales annually.!5 


Operation of the Distribution System 


Compared to the United States, the Soviet Union has a very small 
domestic trade network serving a much larger population. In 1953 
somewhat more than 3,000,000 persons worked in the state and 
cooperative distributive systems, serving a population of more than 
210,000,000 persons.!? In 1948 the roughly comparable figure for the 
United States was the 9,300,000 persons employed in retail and 
wholesale trade, serving a population numbering less than 150,000,- 
000 persons.* Similarly, we may compare retail outlets in both 
countries. At the beginning of 1938, the USSR had about 327,000 
stores and retail selling points of all kinds. In 1939, the United 
States Census of Business found 1,770,355 retail stores in this coun- 
try, almost six times the number in the Soviet Union, serving a popu- 
lation almost 20 per cent less than that in the USSR. The distribution 
system of the Soviet Union contracted substantially during World 
War II, and then began to expand again after the conflict. But at 
the end of 1949, Politburo member A. I. Mikoyan revealed, there 
were only 85 per cent as many food stores and only 83.3 per cent as 
many stores seliing manufactured goods as there had been in 1940. 
He labeled this shortage of retail outlets a major deficiency of the 
Soviet postwar distributive system. According to Mikoyan, in 1953 
total retail trade turnover was 79 per cent higher than in 1940, in 
comparable prices, but there were only 14 per cent more retail sales 


15 Izpestia, September 9, 1958, and April 27, 1954. 


18 Pravda, October 25, 1953. 
11 The Economic Almanac 1953-1954, pp. 174-76. 
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units of all kinds, including restaurants."* The relative poverty of 
the Soviet trading system, both in: amps and in number: of. Bp 


in n seeking. to supply t "heir wants than nem are in countries s de tae 
relatively greater resources to this sector of economic activity. The 
low standard of living prevalent in the USSR, of course, means that 
the quantity of goods that has to pass through the distribution system 
is proportionately less than in countries where consumers are more 
adequately supplied. 

On the whole, the Soviet distribution system operates at a far 
from satisfactory level, though examples can probably be found of 
almost every level of service quality. At one extreme, for example, 
the Central Univermag in Moscow is probably one of the outstanding 
department stores in the world. Its 2,500 employees sell an average 
of 4,500,000 rubles’ worth of goods daily to between 100,000 and 
150,000 customers, virtually every type of consumer goods made in 
the USSR being available there. The staff is under strict supervision 
in an effort to insure that it treats customers intelligently and cour- 
teously. The store makes laboratory tests on goods where necessary 
to check on their quality. Even the Moscow Univermag cannot over- 
come the deficiencies that characterize Soviet consumer-goods pro- 
duction, such as the lack of variety among products, but obviously 
a great effort is made here to come close to western standards.!? 

Study of Soviet discussions of the domestic trading system, how- 
ever, suggests that the above is a very unrepresentative example. 
Much more frequent are quite different conditions. Stores are often 
dirty, have limited assortments, and frequently lack even essential 
common goods. Personnel in stores are often poorly trained, dis- 
courteous, and have little or no knowledge of the goods they sell. 
The competence of even the managerial and supervisory staffs of 
the trading system is often assailed in the Soviet press.” The Soviet 
mail-order organization, Soyuzposyltorg, apparently also operates 


18 Pravda, March 11, 1950 and April 27, 1954. Itogi Vypolneniya Vtorogo 
Pyatiletnego Plana Razvitiya Narodnogo Khozyaistva Soyuza SSR, p. 63. Mos- 
cow: Gosplanizdat, 1938. 

19 Bloknot Agitatora, Moscow, No. 20( 1949), pp. 31-39. 

30 Cf. for example the typical complaints in Zarya Vostoka, November 24, 
1949; Trud, November 16, 1949; Moskovskaya Pravda, February 26, 1950; 
Leningradskaya Pravda, February 2, 1950; Izvestia, April 4, 1950; Pravda 
Ukrainy, March 28, 1950; Trud, December 19, 1948. 
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poorly, so that customers frequently cannot purchase goods that 
have been advertised, get products they did not order, or have to 
wait long periods before their orders are filled?! 

The major-inadequacy. of Soviet distribution appears to be its fre- 
quent inability to supply customers with the goods they want when 
they want them and where they want them. Items are frequently 
unavailable in stores though warehouses are packed with them. 
When customers go to look for spring clothing, they often find only 
winter clothing, and vice versa. Selection of goods is often very 
limited. These and related deficiencies are apparently due to at 
least two factors. First, during more than half of the years between 
1930 and 1950, Soviet customers were subjected to rationing. Those 
in charge of distribution became habituated to the relatively simple 
requirements of distributing goods in accordance with ration sched- 
ules, without any attention to the desires of consumers. Second, 
those in managerial positions in the trading system often have little 
knowledge of consumer demand in the areas over which they have 
jurisdiction, and their estimates of what will be required in each 
period in their localities are often wide of the mark. It is significant 
that more than thirty-two years after the Bolshevik revolution, A. I. 
Mikoyan found it necessary to declare in March 1950: 

It is necessary to organize scientific planning in trade organizations. 
Trade planning has its peculiarities, its specific features. This plan- 
ning must take into account magnitudes which undergo frequent 
variations. It must take into account the relation of supply and 
demand, the needs of consumers, national and local peculiarities, 
climatic conditions.?? 

In October 1953, the highest Soviet authorities gave this evalua- 
tion of the operations of Soviet trade:?? 

There are great weaknesses in trade organization, weaknesses that 
hinder further trade development and improvement of service to the 
public. Trade organizations do a poor job of studying consumer 
demand and make serious errors in distribution and delivery of 
goods. In many areas trade in all the goods demanded by consumers 
is still not organized. Even merchandise available in adequate quan- 


tity is not always available for sale. Trade organizations put little 
pressure on industry to increase production and improve the quality 


21 Izvestia, March 25, 1950. Komsomolskaya Pravda, April 30, 1950. 


72 Pravda, March 11, 1950. 
23 Ibid., October 23, 1953. 
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of goods desired by the public. . . . There are serious weaknesses in 
the organization and dispersal of the retail trade network. Trade 
enterprises are poorly provided with up-to-date trade and refriger- 
ator equipment. They do not have warehouses needed to store and 
sort goods so that merchandise may be supplied the trade network 
in planned manner. . . . Many public restaurants show little care 
for improving service to their clients who must wait a long time to 
have lunch or get a snack. The menu is frequently monotonous and 
the quality of the food low. Restaurants are poorly supplied with 
equipment and refrigeration facilities. In many cases they lack good 
tableware and cutlery. 


Trading officials, of course, are not responsible for all the de- 
ficiencies of their work, since what they have to sell and when they 
have it to sell depend upon the operation of producing organizations. 
As we have seen above, much consumer-goods production is of rather 
low quality, and this is reflected in the goods available for sale. In 
addition there is apparently very poor planning of production over 
time so as to anticipate seasonal fluctuations in consumer demand. 
Finally, it may be pointed out that Soviet wholesale and retail or- 
ganizations have relatively little competition and enjoy in many 
cases monopolistic or semimonopolistic positions in relation to their 
customers. They do not have the spur to improvement that is pro- 
vided by the sharp competition under which merchants generally 
work in capitalist countries. The Soviet consumer does not have the 
choice of many competing stores, all seeking his patronage, that the 
American consumer has, and the results are apparent in the dif- 
ferences in operation between the two distributive systems. 


Prices Consumers Pay 


The price a consumer will pay for a particular product in a given 
locality usually depends upon where he buys it — whether in a state 
store, a cooperative store, or on the free farm market. During 1932— 
35 and 1944-47 the price paid in state stores depended upon whether 
the commodity was bought on rations or whether it was bought out- 
side the ration system in a "commercial" store, which charged much 
higher prices. In 1947 about 40 per cent of all clothing, shoes, tex- 
tiles, and other industrial consumer goods, measured in value terms, 
were purchased by consumers at these commercial prices.?* The 


24 Lifts, op. cit., p. 114. 
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relationship among prices in these different retail outlets has varied 
greatly over the past two decades. Sometimes prices in all these 
stores have been roughly the same in a particular area. At other 
times there have been marked differences. 

Prices charged by state stores for the most important goods are 
set by the government as part of its planning activity. The retail 
price consists of the cost of the commodity, plus the cost of distribu- 
tion, plus the turnover tax, plus the planned profit of the retail enter- 
prise. For most important food products, three price zones have 
existed in the USSR since 1947, prices differing from one zone to 
another so as to reflect transportation costs and different productive 
conditions in various regions. In the case of many major consumer 
goods, the same price is charged in all urban areas but a price usually 
about 10 per cent higher is charged in rural areas. Three groups of 
retail prices exist for goods sold in state stores: the first and largest 
group includes prices for the most important commodities, which 
are set by the Council of Ministers or the Minister of Trade of the 
USSR. Prices for a second group of less important commodities are 
set by the councils of ministers of union republics or by provincial 
authorities. 'The third group of prices covers the least important 
commodities for which the government sets only wholesale prices 
at the manufacturing level, permitting trading organizations to add 
their own markup and thus determine the retail price.?5 

Prices charged by cooperative stores are in part determined by 
the-government and in part determined by supply. and demand. In 
rural areas, manufactured goods bought from state enterprises are 
apparently sold at the schedule of prices established by the govern- 
ment for these areas. Locally procured farm produce, raw materials, 
and consumer goods are sold by cooperative stores at prices de- 
termined on the market.2° These stores, of course, have a semi- 
monopoly in each locality. 

On the free peasant market all over the USSR, food prices are 
determined purely by supply and demand considerations and may 
change from day to day or even from hour to hour. The prices ob- 
taining in these markets are very sensitive barometers. Sellers in 
“25 Ibid., p. 91. Ryauzov and Titelbaum, op. cit., p. 184, 

26 Henry H. Ware, “The Function and Formation of Commodity Prices in the 


USSR,” in Bulletins on Soviet Economic Development, No. 4 (September 1950), 
p. 24 
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these markets are in competition with the state and cooperative 
stores. If buyers can obtain all the food they wish in these competi- 
tive outlets, the prices charged there will be the upper limit for 
prices in the farm markets, and farmers may even have to reduce 
their quotations below the levels of their competitors to clear their 
produce. On the other hand, if consumers cannot get all the food 
they want in state and cooperative stores, prices in the farm markets 
may and do rise appreciably above those charged elsewhere. In 
times of extreme scarcity, such as during World War II, prices in 
these markets can rise enormously above state-set quotations. The 
government's influence over the prices farmers receive in these 
markets is indirect, but powerful. It is exerted through two channels. 
First, the supply of goods available in state stores and the prices 
charged for them are important factors influencing consumers' de- 
cisions whether or not to buy in the farm markets. Second, the gov- 
ernment determines how much of farm production it will require 
for itself in the form of obligatory deliveries and payment for Ma- 
chine Tractor Station services. Only the surplus left over after these 
compulsory deliveries are made may legally be sold at the much 
higher prices urban consumers are willing to pay. It seems likely, 
however, that some farmers at least seek to evade this restriction and 
to sell here some of the produce that should nominally go to the state. 

The price policy of the Soviet government is the key factor in the 
structure of prices consumers pay in the USSR. This price policy is 
directly linked with the entire complex of political and economic 
objectives sought by the state and hence is subject to both economic 
and non-economic factors. Thus, if deemed necessary, prices might 
be reduced at a time when it was felt that national morale was low 
or at a time when striking affirmation of popular support for the 
regime was desired. The latter consideration may have been behind 
the timing of the drastic price cut announced for March 1, 1950, little 
more than a week before the elections for the Supreme Soviet of the 
USSR. Similar factors may have influenced the policy of maintain- 
ing prices for rationed goods unchanged all through World War II, 
though great inflation was clearly evident in prices charged for non- 
rationed goods in commercial stores and on the farm markets. 

From the economic point of view. two sets of considerations seem 
to guide government price policy. The first or aggregative factor is 
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the relationship between the volume of money. at the disposal of 
tbe-population-and the value-of-the goods ayailable for sale to them. 
After allowing for that portion of the population's expenditures that 
will go for taxes, savings, and services, the government estimates 
the amount available for purchasing goods. It seeks to price the 
goods that will be on sale during a given year so that the total value 
of these commodities will be equal to the amount the population is 
expected to want to spend for goods. At a given time, the govern- 
ment may find that the expected value of goods to be available during 
the next period is greater than the amount of money the population 
is expected to be able to spend. This disequilibrium could be cor- 
rected either by reducing prices or by raising the population's in- 
come through wage increases or similar measures. The disequili- 
brium could also be ended by reducing the planned production 
of consumer goods, but this solution would be politically unde- 
sirable for obvious reasons. The alternative case is that in which 
the value of goods expected to be available for sale is less than the 
amount the. population is expected to wish to spend. The difference 
between the two quantities corresponds to what in this country has 
sometimes been called “the inflationary gap.” It can be resolved 
either by raising prices, by reducing the population’s income avail- 
able for such purchases, or by diverting resources from other uses 
to the production of consumer goods. The latter choice, of course, 
would require diminution of the volume of capital investment. The 
Soviet government has rarely chosen that method, preferring to use 
the first two types of measures during and after World War II when 
this situation was encountered. It is in this way that the general 
level of prices is decided.?* 

The actual level of government prices for consumer goods is sub- 
stantially above the level of cost to the government, including both 
production and distribution costs. The difference is mainly .at- 
tributable to the turnover tax, a general sales tax upon food and con- 
sumer goods levied at different rates for different commodities. This 
device is used to equalize the total sales value of goods available 

_for consumers. and the total amount they are expected to wish to 
spend on goods. The magnitude of the turnover tax's role may be 
appreciated from a comparison between the total value of retail 
turnover and total government receipts from this tax. In 1940, the 


27 Margolin, op. cit., pp. 20-23. 
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total retail turnover of state and cooperative stores was about 175,- 
000,000,000 rubles, while total turnover tax receipts were almost 
106,000,000,000 rubles, of which probably about 90 per cent, or 
95,000,000,000 rubles, was paid out of food and consumer-goods re- 
ceipts. Almost 60 per cent of the value of retail turnover, therefore, 


was accounted for by this tax. The need for this device arises from 
the fact that the portion of Soviet consumer incomes diverted to 
nonconsumption uses such as.savings and direct taxes is. substantially 
less than the value of the resources allocated by, the state for capital 
investment, defense, and other activities that do not contribute to 
the current available supply of goods and services.?? 

Whatever the general level of prices set by Soviet authorities may 
be, the latter still have the problem of setting prices for individual 
commodities. Working within the general framework discussed 
above, they are also influenced by a second set of factors, those re- 
lating to the supply of and demand for each commodity. As regards 
supply, they have for each future period estimates of the planned 
output and existing reserves of each major commodity. They recog- 
nize that consumers’ demands for different commodities depend, 
upon the ind level of income, the distribution of income, and X 


attempt to eet. a Enc paene pem pesce ‘the de- 
mand will be equal to the anticipated supply. In other. words, they 
are aware of the concept. of a demand function. in.which the quantity 
that will be bought is related to price and income factors. They also 
take into account the different elasticities of demand for different 
commodities, realizing that salt, bread, and shoe sales, for example, 
will respond differently to an equal percentage change in. price. 
Few details have been published about how such estimates of 
demand are made, but apparently Soviet authorities rely upon past 
experience and also upon study of data regarding budgets and ex- 
penditure patterns of different groups in the Soviet population.?? 
As the supply of a commodity changes, the price can be altered, 
regardless of whether or not its cost has changed, merely by raising 
or lowering the rate of turnover tax levied on that commodity. The 
substantial portion of the retail price of most commodities accounted 


28 The data on the size of the turnover tax receipts and the portion coming 
from consumer-goods prices are taken from the following chapter on the Soviet 
financial system. 

29 Margolin,op. cit., pp. 100-107. 
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for by the turnover tax makes it unnecessary for Soviet price-setters 
to vary prices in proportion to costs, though they presumably pay 
some attention to this factor in reaching their decisions. Increased 
efficiency of production permits not only lowered costs but also 
greater output from the same quantity of resources as before and 
thus influences prices on the supply side. All these decisions are 
made on the basis of data for the economy as a whole. Executives 
of the distribution system have the problem of trying to estimate 
demand in their localities at the existing set of prices at any given 
time. This, the complaints cited above suggest, they do rather poorly. 

The price cuts announced in April 1953 were, in some cases, there 
is reason to believe, more extreme than justified by any actual in- 
crease in the supply of particular commodities. Thus Mikoyan de- 
clared in late 1953:39 

We are lowering prices even of goods of which we still do not have 
enough, if these goods are of great importance to the mass con- 
sumer. It must be said that this arouses further demand and puts 
pressure on us to increase the output of deficit goods needed by the 
public. 
He might have added that the setting of prices below equilibrium 
levels which would equate supply and demand also creates oppor- 
tunities for shrewd Soviet citizens — whom the government de- 
nounces as "speculators" — to buy up such deficit commodities and 
resell them at a profit. 

An interesting 1953 innovation in Soviet price policy was the 
drastic cut in prices for old merchandise, a reduction made in the 
second half of that year. This was, in effect, an old-fashioned sale 
such as is familiar in noncommunist countries, but which was an 
innovation for Soviet consumers in the postwar period. 

The much more modest and limited set of price reductions an- 
nounced in April 1954 was probably in part the consequence of the 
inability of the state to make available in 1953 adequate supplies of 
goods to satisfy demand at post-April 1953 prices. 


Prices Since 1928 


Since the year 1936, with rare exceptions, the Soviet government 
has followed a policy of minimal publicity for statistics on consumer 
30 Pravda, October 25, 1953. 


TRADE, HOUSING, AND SERVICES 445 


prices. Study of the behavior of Soviet prices, therefore, must be 
based for the most part upon fragmentary data, particularly figures 
collected by foreign correspondents, diplomats, and visitors in Mos- 
cow that have been published abroad. As a result, most figures 
available apply only to Moscow, and it is not entirely certain that 
the trends shown apply to the entire USSR. Serious question also 
exists as to the comparability of some of these data for different years. 
Is the suit priced in 1936 of the same quality as a suit priced by 
someone else a decade later? This is a typical question that must 
be faced in evaluating much of the available information. Com- 
parability of food price data is frequently simpler to determine be- 
cause of the greater standardization, but even here there are un- 
certainties. Nevertheless, the volume of data available is sufficient 
in size and trustworthiness to permit us to draw broad conclusions 
about the main trends in Soviet consumer price behavior since the 
beginning of the First Five-Year Plan. An added complication arises, 
however, because there are several different levels of prices in the 
USSR — state, cooperative, and free market. Moreover during 1932- 
35 and 1944-47 there were two main sets of state store prices — for 
rationed and for unrationed goods. 

The state multi-price systems that existed during both periods of 
rationing since 1930 were ended by roughly similar techniques. The 
initial situation in each case was that rationed goods sold for low 
prices relatively close to or equal to prices in the prerationing 
period, while unrationed goods sold for much higher prices. In 
each case the end of rationing was announced with the institution 
of a new unified state price system intermediate between the old 
ration prices and commercial store prices. Workers wages were 
raised somewhat to compensate them partially for the higher level 
of prices as compared with the previous ration level. The adjust- 
ment was somewhat more complex in the postwar period because 
the degree of inflation that had taken place in the economy since 
1941 was much greater than had occurred a decade earlier. Com- 
mercial store prices were lowered several times after these stores 
were opened in 1944. In September 1946 prices of rationed foods 
were roughly tripled to reduce the gap between them and com- 
mercial store quotations. At the same time workers were given a 
graded wage increase, the largest raises going to lowest-paid workers. 
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In December 1947 rationing was abolished. A new price system was 
set up at a level close to the prices for food existing after September 
1946 and intermediate between the old commercial prices and ration 
prices for manufactured goods. The great excess of currency that 
had been accumulated during and after World War II was wiped 
out by issuing a new currency at the rate of one new ruble for ten 
old rubles in cash. Savings deposits, government bonds, and other 
similar assets were revalued simultaneously, but at more favorable 
ratios. Between December 1947 and May 1954 there were seven 
sets of price decreases for many commodities, the most important 
and comprehensive reductions taking effect on March 1, 1950 and 
April 1, 1953. 

Available data are inadequate to permit the construction of a 
year-by-year index of all Soviet prices since 1928. The approxi- 
mate trend of state food prices in Moscow is indicated, however, by 
the series shown in Table 43. This food price index has been con- 
structed by combining two different indexes, one covering 1928-39 
and the other covering January 1941 to March 1950. These indexes 
have been chained together to make a continuous series even though 
their internal compositions are not the same. The error introduced 
by this procedure would seem to be small in comparison with the 
over-all magnitude of Soviet food price fluctuations, 1928-50, so that 
the figures shown below are believed to give a reasonably accurate, 
though rough, representation of the fluctuations over this period of 
more than two decades. 


TABLE 43. Index of Moscow State Store Food Prices, 1928-50. 


(1928 — 100) 
Year Index Year Index 
1839. oven YE 919 
Jan. 1941... ... cs cece e eee 1180 
Jan. 1948.2... 6... eee eee ee 2954 
March 1949... ... cee eee 2658 
March ISO. csere akiua 2068 


Source: Derived by chaining together Prokopovicz's index for 1928 to 1939 in Russ- 
lands Valkswirtshaft unter den Sowjets, p. 306, with the index for January 1941 to 
March 1950 given by Kravis and Mintzes on the basis of November 1928 food expendi- 
tures in Review of Economics and Statistics, May 1950, p. 167. 


This index minimizes the violence of food price fluctuations be- 
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cause it does not take into account the heights reached by com- 
mercial store and free farm market prices in the early 1930's and 
during World War II. Moreover, it makes no allowance for the 
impact of the currency and savings revaluation of December 1947. 
Nevertheless even this minimal depiction of the fluctuations shows 
clearly that great inflation of food prices has taken place since 1928. 
By the beginning of World War II, food prices were on the average 
almost twelve times as great as in 1928. In January 1948 they were 
almost thirty times as great, and the price reductions that took place 
up to March 1950 still left the average more than twenty times as 
high as in 1928 and almost twice as high as in January 1941. 

Price reductions in each of the intervening four years between 
March 1950 and April 1954 cut the prices of foods used in the index 
of Table 43 by about one-third, reducing the index to about 1400 
by the end of this period. At this lowest level, of course, food prices 
were only about 20 per cent higher than at the time the Soviet Union 
was invaded by Germany in mid-1941.31 

Study of the price fluctuations of particular foods for which rela- 
tively full data are available permits us to see more clearly the 
effects of the inflationary and deflationary forces that have acted on 
the Soviet economy. These data are shown in Table 44. It should 
be emphasized, however, that the data for years after 1947 are 
official state prices, which fail to reflect the actual market situation 
for times when particular goods are scarce in state stores and con- 
sumers must turn to the free market instead. Thus Harrison E. 
Salisbury reported in the New York Times of March 11, 1954, that 
low quality potatoes were being sold in state stores at 45 kopeks a 
kilogram, while potatoes in the free market were selling for up to 
2 rubles 50 kopeks a kilogram. Similarly, while onions in state stores 
were selling for 2 rubles 25 kopeks a kilogram, the free market price 
was 5 rubles a kilogram. Similar observations were made by Mar- 
shall MacDuffie in the fall of 1953, during his extensive trip through 
much of the Soviet Union. Confirmation of this differential was 
given by Emmet Hughes, who visited Moscow shortly after Mr. Mac- 
Duffie. The latter in fact argues that some of the price cuts an- 
nounced in April 1953 were deceptive, since some items cut most 


31 Cf. the detailed data given in Edmund Nash, "Purchasing Power of Soviet 
Workers, 1958," Monthly Labor Review, July 1953. 


Str 


Fg ih | en ee 
Tape 44, Prices of Major Food Commodities in Moscow, 1928-54. 
Gp SS ee 


Black Rye Butter Lump 
Year Market Bread Potatoes Beef Ist Grade Sugar Eggs 
(RUBLES PER KILOGRAM OR PER EGG) 
1928 Cooperative ........ .08 .085 87 2.48 62 -20 
1982 Ration ..-......++- .125 .25 2.12 4.66 1.25 .10 
1982 Commercial ........ * * . 16-18 2.50 " 
1982 Farm .......... e » * 34.80-48.20 * " 
1983 Commercial ........ 2.50 ° id 42.00 15.00 = 
1936 State ....... sees es 85 80 8.00 16.00 4.10 .40 
April 1940 State .... sees .85 1.90 16.00 23.00 5.50 .85 
Jan.1941 State .... sees 1.00 * 14.00 28.00 5.50 A15 
Late 1942 Farm ..... sees 100.00 , 500.00 * 1000.00 15.00 
Late1943 Farm .........5+5- 130.00 * " 1100.00 1100.00 20.00 
May 1944 Farm ......... ses 80.00 b 450.00 1100.00 800.00 27.00 
Aug. 1944 Commercial ........ + ki 320.00 800.00 650.00 by 
July 1945 Commercial ........ 45.00 , 250.00 525.00 500.00 * 
Sept. 1, 1946 Ration ......... 1.00 ? 14.00 28.00 5.50 3 
Oct. 1, 1946 Ration ..........+. 3.40 id 30.00 66.00 15.00 * 
Nov. 1946 Farm ............. 20.00-45.00 4.00-10.00 70.007 180-200 80-120 5-6 
Jan. 1948 State ......... Ls 3.00 » 30.00 70.00 15.00 1.40 
Jan. 1948 Farm ...........-. * 3.5 35.007 60.00 » 3.50 
March 1950 State ....... sees. 2.00 .67 20.52 40.32 12.75 1.02 
April 1953 State ............06 1.11 45 12.60 26.75 9.09 .69 
April 1954 State ....-.--...5.. 1.03 45 12.60 26.75 9.09 .69 


* Data unavailable. 

t Average of several prices. 
Sources: Modern Review, June 1948, p. 276; Baykov, Development of the Soviet Economic System, p. 244; Hubbard. Soviet Trade and 
Industry, p. 213: Prokopovicz, Russlands Volkswirtschaft unter den Sowjets, p. 305: Review of Economics and Statistics, May 1950, 
pp. 166-67; American Economic Review, December 1946, pp. 877-80; Labor Abroad, March 1950, p. 44; Monthly Labor Review. July 
1953; New York Times, April 1, 1954. 
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sharply in price simply disappeared from the market, while redefi- 
nition of grades for meat made the most desirable meat cuts little 
if any cheaper. Their reports (in Colliers, March 5, 1954, and in 
Life, February 15, 1954) should be borne in mind in evaluating the 
data in Table 44, as well as the index changes shown in Table 43 
and the accompanying discussion of those changes. 

The explosive rise of farm market prices during the early years of 
World War II is probably the most striking phenomenon shown by 
the data above. The tremendous gap between these prices and the 
commercial store prices Jater in the war, on the one hand, and the 
very low ration prices, on the other, is an illuminating indication 
of the degree of inflationary pressure that existed in Soviet markets 
during this period. Consumer incomes had increased substantially 
because of increased working hours, while the amount of goods 
available had been reduced very greatly. Moreover, rations were 
not only quantitatively low but were also often unfulfilled, so that 
hunger was a potent force inspiring the competition for the scarce 
amounts of unrationed food available. Only the wealthiest Mus- 
covites could have been regular customers for this very high-priced 
food, while farmers who had any significant quantities of food to 
sell in these markets must have accumulated much cash. 

Any effort to trace the price of manufactured consumer goods 
over the years since 1928 is exceedingly difficult because of the 
paucity of data and uncertainties regarding the comparability of 
prices at different times. Perhaps all that can safely be said is that a 
substantial rise in the prices of the most important of these items 
has taken place since the five-year plans began. The case of leather 
shoes is probably representative. A pair of men’s leather shoes of 
unknown quality cost 18 rubles in November 1926.3? A pair of 
men's leather shoes, probably of rather poor quality, cost 270 rubles 
at the ration price of December 1946 in Moscow.?? About the same 
time, unrationed shoes bought in Moscow commercial stores varied 
in price from 810 rubles for the lowest quality to 1,600 rubles for the 
best?! In November 1948, state stores in Moscow sold shoes for 


32 Hubbard, Soviet Trade and Distribution, p. 270. 

33]rving B. Kravis and Joseph Mintzes, "Soviet Union: Trends in Prices, 
Rations, and Wages," Monthly Labor Review, July 1947, p. 35. 

34 Harry Schwartz, "Prices in the Soviet War Economy," American Economic 
Review, December 1946, p. 880. 
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100, 350, and 500 rubles per pair, depending upon quality. The 
cheapest shoes had rubber soles and heels and poor leather tops 
and were poorly sewn; the best were approximately as good as 
standard Montgomery Ward shoes in this country.” A similar 
picture arises from comparison of prices for a man's suit. An Eng- 
lish visitor in the USSR in 1984 reported that a suit of undescribed 
quality cost 87 rubles.39 The ration price for a man's suit in Moscow 
in December 1946 was 800 rubles.*? The commercial store price 
for a suit about the same time varied from 1,600 to 4,000 rubles, 
depending on quality. In March 1950, the uniform state store price 
for a man's single-breasted wool suit was about 1,100 rubles.*® These 
examples are not unrepresentative, examination of other available 
data indicates. It is worth remarking that by 1950 prices were so 
high relative to earnings that, on the average, it required more than 
a month’s earnings to purchase a man’s suit or overcoat, while it 
probably required almost two wecks’ earnings, on the average, to 
purchase a pair of moderately good black calf shoes. 

An Englishman who visited Moscow in April 1952 found these 
prices prevailing, in rubles per unit: medium to good man’s suit, 
1,000 to 3,000; medium to good man’s overcoat, 900 to 4,000; cotton 
or rayon man’s shirt, 75-300; medium quality man’s gabardine rain- 
coat, 1,000; men’s socks, 10; man’s leather shoes of medium quality, 
200—400; woman's dress, 450-600; woman's blouse, 100-800; woman's 
shoes, 150-500; nylon stockings, 25-50; child's socks, 2.65; child's 
shoes, 40-50; radio sets, 350—800; television set (presumably very 
small screen), 800; bicycle, 500-1,000; motorcycle, 2,295-2,870; 
Moskvich motor car (like Crosley or Austin), 8,000-9,000; Pobeda 
car (like Chevrolet), 18,000. Many of these prices were lowered 
in April 1953 by varying percentages, from 8 per cent for leather 
footwear to 14 per cent for ready-made women's dresses and other 


oe from the Bureau of Labor Statistics, U. S. Department of 
Labor. 

36 Colin Clark, A Critique of Russian Statistics, pp. 30-31. London: Mac- 
millan, 1939. 

37 Kravis and Mintzes, op. cit., p. 35. 

38 Schwartz, op. cit., p. 880; Labor Abroad, March 1950, p. 44. 

39 Charles Madge, “Notes on the Standard of Living in Moscow April 1952,” 
Soviet Studies, January 1953, pp. 233-34. A similar and somewhat more de- 
tailed price list is given in T. Schulz and P. Wiles, “Earnings and Living 
Standards in Moscow," Bulletin of the Oxford University Institute of Statistics, 
September and October 1952, pp. 321-22. 


TRADE, HOUSING, AND SERVICES 451 


cotton outer garments and 20 per cent for hosiery. There were 
additional price cuts a year later.*° 

In the first half of 1954, the prohibitions maintained by Soviet 
censors in Moscow against cabling price information abroad were 
apparently dropped. This permitted the New York Times corre- 
spondent there to cable an abundance of such data to his newspaper. 
The following prices, prevailing in Moscow after April 1, 1954, 
are based on those dispatches: 


Commodity Price In Rubles 

Black:rye bread «oreet renis -.. 1.08 per kilogram 
Best white bread ........-.0-.00 0005 -- 2.95 per kilogram 
Best beef cicsaneus rex chem sain seman ens 14.19 per kilogram 
Steak: «soweit oat peste o eye D S 20.00 per kilogram 
Soup meat ».2:.40e0 nace rhe ++ 7.90 per kilogram 
Calves liver osie eoe aaa s 15.85 per kilogram 


Pork chops 
ME c TR sud ida 
Nylon-type stockings ................- r: 


. - 21.12 per kilogram 
- 2.92 per liter 
- 30.00 per pair 


Womens:shoes crc e rx ee Ranae stes 200-468 per pair 

Tolet: Soap. diese cie edes itte EE eines 1.00 per small cake 
Leica-type cameras (Kiev brand)......... 2,475-2,790 per camera 
Skis excog duse eret tieu ahaa erste 112.5 per pair (no fittings) 
KErDSelEe ise eese ceres rere v E .88 per liter 

(S3sollBe- 55 here vare mox amos 1.00 per liter 

Washing machines: iara vixerit nitet 405 per machine 

Vacuum cleaners ...-......0 0000s eee eee 405 per cleaner 

Men's gold wristwatches ................ 1,089 per watch 

a M EEE EE euer ela shoes ola seis 1.88 per kilogram 

(Golfea: o1 E sitne prede eta api 36.11 per kilogram 

Salt "eire Eie EE obe s. .49 per kilogram 
Radio-phonographs 450.00 per set 

RB GIOS R TET tee OTE 191-765 per set, depending on size 
Television sets (5- by 8-inch picture)...... 2,250 per set 

Refrigerators (about 7 cubic feet) ......... 2,000 per unit 

Small refrigerators (2 or 3 cubic feet)..... 680 per unit 

Cheapest phonograph ............. ise 220 per unit 


Good quality men's suits ... 
Good men's winter coats 1,750-2,340 per coat 
Good men's spring coats 1,112-2,480 per coat 

Deputy Premier Mikoyan, speaking in April 1954, gave some 
scanty data on over-all price movements. He claimed that between 
1950 and the time he spoke the over-all Soviet price level had de- 
clined more than 25 per cent. He claimed a 56.7 per cent decline 
in prices between 1947 and mid-1954. Food prices in 1954, he said, 


10 Pravda, April 1, 1953, and April 1, 1954. 


1,650 


452 TRADE, HOUSING, AND SERVICES 


exceeded those of 1940 by 14 per cent, while for industrial goods 
the price excess was 27 per cent. 

Against the background of the price fluctuations discussed above, 
the changes in the volume of retail trade may be appraised briefly. 
The relevant data are shown in Table 45. 


Taste 45. Volume of Soviet Retail Trade by Distributive Channels in Sclected 


Years. 
1922- 1926- 1928- 1932 1985 1988 1940 19471 
23 27 29 

Channel (BILLIONS OF RUBLES AT CURRENT PRICES ) 
State ..... sse 5 24 80 145 681 999 1285 251.6 
Cooperative .... 4 70 118 258 18.6 40.1 46.6 73.0 
Private ..-.-.-- 97 50 21 t t t t t 

* + 


Farm Market ... * * 75 145 244 41.9 


* Data unavailable. 

f Insignificant or nonexistent. 
sient. Narodnoye Khozyaistoo SSSR, p. 315; Lifts, Sovetskaya Torgovlya, p. 33; 
Pravda, April 21, 1947. 

Since 1947, data on the volume of retail trade in current prices 
which could be used to supplement Table 45 above have in general 
not been published. Presumably, this is because the price reduc- 
tions after that date prevented the volume of trade in current prices 
from increasing as rapidly as the physical volume of goods sold. 
Malenkov has stated, however, that the original plan for 1953 pro- 
vided for 312,000,000,000 rubles worth of goods to be sold on the 
market from April through December. If converted to a full-year 
basis, this is equivalent to 416,000,000,000 rubles in terms of prices 
prevailing after the price cut of April 1, 1958. In addition, Mikoyan 
stated that an additional 37,200,000,000 rubles worth of goods would 
be sold during April to December 1953.3! Taking into account 
also the fact that trade during January to March of 1953 was at 
the higher prices which prevailed during most of 1952, it seems likely 
that actual retail sales of state and cooperative stores, including also 
restaurants, totalled about 470,000,000,000 rubles. It is possible that 
this figure also includes sales in collective-farm free markets in 
cities and at railroad stations, but this is uncertain. In 1950 these 
free markets accounted for 12 per cent of all Soviet retail trade.*? 


41 Izvestia, October 25, 1953. 
42 Voprosy Ekonomiki, No. 8 (1953), p. 129. 
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Some data have been released which, it is claimed, measure the 
growth of the physical volume of goods sold at retail in the Soviet 
Union. Thus between 1928 and 1940, the volume of retail trade 
expressed in comparable prices is said to have grown 4.6 times. 
From 1926 to 1953, another official statement asserts, the volume 
of retail trade grew almost eightfold expressed in comparable 
prices.‘3 While there is no way to check these claims, there can be 
little doubt that the actual volume of Soviet retail trade has grown 
greatly with the rapid urbanization of the country and with the 
penetration of urban wants into part of the rural countryside. The 
Soviet citizen of 1954 bought much more of his daily needs, and 
produced himself far less of his daily needs, than did his father or 
mother a quarter of a century earlier. But this change should not 
be confused with an equivalent rise in the standard of living. Bread 
baked by a peasant woman in 1928 did not enter the retail sales 
figures. Bread baked by a government bakery in 1954 and eaten 
by that woman's children living in the city did enter the retail trade 
statistics, so that the latter data measure the increased urbanization 
of Russia as well as any possible increase in the actual volume of 
goods consumed, if there really was such an increase. 


Urban Housing 


The most consistently dark aspect of the Soviet standard of living 
has been and is housing. Initially, after the Bolshevik revolution, 
workers living in slums were encouraged to seize and move into 
the homes of the well-to-do. This proved only a temporary pallia- 
tive, however. Soviet housing conditions were poor in the 1920's, 
both as regards quantity of space available and the quality of ac- 
commodations. At the beginning of the First Five-Year Plan about 
75 per cent of all factory workers in the USSR had less than six 
square meters of housing space per capita, an area little larger than 
a rectangle measuring nine feet by six feet. Over 20 per cent of 
them had less than three square meters per capita. The authors 
of the First Five-Year Plan pointed to the deplorable state of urban 
housing as one of the worst features of the Soviet scene and pro- 
jected an ambitious program of improvement.** 


43 Pravda, April 21 1947, and October 25, 1953. 
*4 Pyatiletny Plan Narodno-Khozyaistvennogo Stroitelstoa SSSR Tom II, pp. 
281 ff. Moscow: Gosplan, 1930. 
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This improvement did not take place. In the late 1920's and the 
1930's, urban populations grew far more rapidly than housing con- 
struction. Beset by shortages of materials, men, and machinery, the 
Soviet government cut its ambitious housing construction plans 
rather than restrict the flow of resources to industrial and transport 
construction. During the Second Five-Year Plan period, 1983-37, for 
example, 64,000,000 square meters of urban housing space were 
scheduled to be made available for occupancy.** In actuality only 
26,800,000 square meters of housing became available during these 
years, about 40 per cent of the planned amount.** 

The worsening of housing conditions in the late 1920's and early 
and mid-1930's is clearly indicated by a comparison of the growth 
of urban population and urban housing space in these years. The 
census of 1996 found 26,314,000 people living in urban communi- 
ties. At the end of that year urban housing space in the USSR 
aggregated 159,000,000 square meters, so that per capita housing 
space was roughly 6 square meters. The census of January 1939 
found 55,910,000 urban dwellers in the country. The amount of 
housing space available then is not known, but at the beginning of 
1938 it was about 221,000,000 square meters." If we assume that 
urban population was only 50,000,000 persons in 1938, a figure 
probably too low, we find that per capita housing space in cities 
and towns was less than 4.5 square meters, a reduction of over 25 
per cent from the already low figure of 1926. Behind these bare 
statistics and averages is, of course, a degree of overcrowding so 
serious as to bring great discomfort and inconvenience to tens of 
millions subjected to it. Privacy was and is a rare privilege for 
those living in Soviet cities and town. Under these conditions, the 
typical housing available for a small or medium-sized family in a 
Soviet city was only one room, in an apartment containing three 


45 The Second Five-Year Plan, p. 50. New York: International Publishers, n.d. 

46 Itogi Vypolneniya Vtorogo Pyatiletnego Plana Razvitiya Narodnogo Khoz- 
yaistva Soyuza SSR, p. 68. 

47V. L. Kobalevsky, Orgunizatsiya i Ekonimiki Zhilishchnogo Khozyaistva 
SSSR, p. 106. Moscow-Leningrad: Narkomkhoz RSFSR, 1940. The estimate 
for urban housing space at the beginning of 1938 is obtained by adding to 
Kobalevsky's figure of 195,000,000 sq. meters of housing space at the begin- 
ning of 1938 the 26,800,000 sq. meters put into use during 1933-37. From 
this, 800,000 sq. meters are deducted as an allowance for housing going out 
of use. 
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to six families, all sharing the kitchen and bathroom, if any.*$ Mil- 
lions of single workers who flocked to the great new construction 
projects and factories during the 1930's had to live in barracks, 
often under the most primitive and difficult conditions? The 
abysmally bad housing situation in many industrial centers was one 
of the major factors producing worker discontent and high labor" 
turnover during these years. 

Moscow, the capital of the USSR and one of its most important 
industria] centers, suffered severely in this period. In 1926 the city 
had about 10,400,000 square meters of housing space and about 
2,000,000 inhabitants. Per capita housing space then was slightly 
more than 5 square meters. In 1939 the city had 17,400,000 square 
meters of housing space, a rise of roughly 70 per cent. But its pop- 
ulation had more than doubled, to 4,137,000 persons. Consequently 
per capita housing space had fallen to little more than 4.2 square 
meters, a drop of about 20 per cent. Moscow must have been then 
and probably still is one of the most overcrowded major cities in the 
Western world. In 1912 the city had had 1,600,000 inhabitants and 
11,900,000 square meters of housing space, a per capita average of 
roughly 7.4 square meters. Such "abundance" of housing was un- 
known in Moscow after the early 1920's, though the inequality of 
housing accommodations that existed there in Czarist times bad 
been tremendously reduced under the Soviet regime. In 1912, 
almost 40 per cent of all Moscow apartments were considered 
overcrowded. In 1939 virtually all must have been.” This deteriora- 
tion was not confined to Moscow by any means. In the city of 
Gorky, for example, per capita housing space fell from over 6 square 
meters in 1923 to under 4 square meters in 1937.5! 

Aggravating the discomforts and hardships arising from the lack 
of housing was its poor quality. Defective construction and lack 
of repair characterized much of it. Apartment houses and homes 
built in the 1920's and 1930's were often put up hastily by poor 


48 John N. Hazard, Soviet Housing Law, pp. 19-21. New Haven: Yale Uni- 
versity Press, 1939. 

49 Cf. the picture of worker housing and life in Magnitogorsk in John Scott, 
Behind the Urals, passim. Boston: Houghton Mifflin, 1942. 

50 D. L. Broner, Ocherki Ekonomiki Zhilishchnogo Khozyaistva Moskey, pp. 
12, 13, 16, and 17. Moscow-Leningrad: Narkomkhoz RSFSR, 1946. 

51 Gordon, Workers Before and. After Lenin, p. 199. 
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workmen using faulty materials and parts. The results soon be- 
came evident in the failure of central heating and other facilities, 
the cracking of plaster, the leaking of roofs, and similar evidences 
of shoddy workmanship and materials. In the rigorous winter cli- 
mate characteristic of the USSR, these defects must have contributed 
substantially to making housing conditions intolerable for millions 
of workers. Little wonder that many migrated from job to job in the 
First and Second Five-Year Plan periods, hopefully seeking better 
living quarters and subsistence.5? 

World War II brought catastrophe to the housing of Soviet citi- 
zens. In the areas occupied by Germans, more than 50 per cent of 
all urban living space and about a quarter of all rural dwellings were 
destroyed or damaged.®* In the areas to the east of the German 
advance, the already tight housing situation was aggravated as 
millions of refugees fled there from the west. The mobilization of 
many farm people to replace workers entering the armed forces 
and to work in evacuated, new, or expanded enterprises put further 
strain upon the already inadequate housing in eastern cities. The 
growth of population in some of these cities has been pointed out 
in Chapter I. It is clear that under wartime conditions the expansion 
of housing must have lagged far behind the expansion of population, 
further worsening the situation. 

Faced by the greatest housing shortage of its history, the Soviet 
government allocated a large amount of resources to new construc- 
tion. The Fourth Five-Year Plan called for the government to 
build or restore 72,000,000 square meters of city housing during 
1946-50 and planned that individuals, aided by government loans 
in many cases, would build an additional 12,000,000 square meters. 
By 1950 it was hoped to have 25 per cent more state housing than 
before the war. Almost half of this new housing was to be built in 
the areas that had been devasted during the conflict." 

From 1946 through 1958, the total amount of urban housing space 
reconstructed or newly built was 183,000,000 square meters, whereas 
over 4,000,000 rural houses were built or repaired.” This first figure 
will help us to make an approximate estimate of the Soviet urban 


52 Ibid., pp. 195-98. 

53 Voznesensky, The Economy of the USSR During World War II, p. 87. 

54 V. P. Maslyakov, N. L. Filatov, and V. V. Barmin, Finansirovaniye Zhilish- 
chno-Kommunalnogo Khozyaistva, p. 7. Moscow: Gosplanizdat, 1948. 

55 Izvestia, March 9, 1954. 


TRADE, HOUSING, AND SERVICES 451 


housing situation as of the beginning of 1954. It was estimated 
above that at the beginning of 1938 total Soviet urban housing 
space was 221,000,000 square meters. Taking into account the 
little additional housing constructed thereafter and the amount of 
urban housing space in the areas annexed during 1939-40, it seems 
likely that the Soviet Union had about 250,000,000 square meters of 
housing space when Germany attacked in mid-1941. The amount 
of housing destroyed or damaged during the war has been put by 
a Soviet source at about 70,000,000 square meters.®* Soviet housing 
space at the beginning of 1946, therefore, may have totalled about 
180,000,000 square meters. By the beginning of 1954, as noted 
above, 183,000,000 square meters of housing space had been added 
by reconstruction and new building. Adding this to the amount 
estimated as available at the beginning of 1946, our rough estimate 
of total Soviet housing space on January 1, 1954, is 363,000,000 
square meters. In this estimate we assume that the small amount 
of new housing built during World War II was balanced by housing 
that became unusable because of sheer age and neglect during 
1946-53. 

Malenkov revealed in August 1953 that there were then over 
80,000,000 dwellers in urban communities in the Soviet Union. 
Dividing 363,000,000 square meters by 81,000,000 people gives an 
average housing space of about 4.5 square meters per capita, a 
figure the same as the almost 4.5 square meters calculated above 
as the average for 1938. This calculation is approximate, of course, 
but it seems doubtful that any errors involved could seriously affect 
the magnitude of the result. In fact we have confirmation from 
Malenkov himself that our conclusion is essentially correct. In 
October 1952 he said, "Despite the great volume of housing con- 
struction, there is still an acute housing shortage everywhere." 5* 
In August 1953, he repeated essentially the same statement. There 
can be little doubt but that the housing standards of the mid-1920's, 
considered then so abysmally terrible, still remain standards of 
spaciousness which are unlikely to be attained in the foreseeable 


59 Kommunist, No. 4 (1954), p. 55. 
57 Pravda, October 6, 1952. 
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Stalin regime insists, than to ease the intolerable crowding. of Soviet 
Sites. 

Precise data on the postwar housing situation in major Soviet 
cities are most scarce, but available figures for Moscow and Lenin- 
grad are illuminating. Moscow, at the beginning of 1950, had about 
5,100,000 inhabitants according to the election district data cited 
in Chapter I above. The total volume of housing space in that city 
then was probably only about 18,600,000 square meters, equivalent 
to a per capita average of about 3.65 square meters. This would 
be more than 10 per cent below the 4.2 square meters average of 
early 1989. Leningrad had about 260,000 apartments in early 1950, 
a time when election district data indicate its population was well 
over 3,000,000. The average number of residents per apartment 


then must have been more than twelve — crowded conditions 
indeed." 

While frankly recognizing the housing shortage, Soviet leaders 
apparently have no intention of increasing government capital in- 
vestment in new housing construction. to the Jevel required if the 
situation is to be improved sharply. The alternative they intend to 
follow was indicated by A. I. Mikoyan in his major speech reported 
in Pravda, March 12, 1954: 


Housing requirements are so great and so much exceed our current 
possibilities that housing is inadequate despite the quick growth of 
housing construction carried out by government agencies. Therefore 
it is necessary also broadly to develop individual housing construc- 
tion, housing construction cooperatives. To help ease the solution 
of the sharp problem here, which is connected with the welfare of 
the people, it is necessary to develop trade in building materials and 
parts, and also in pre-fabricated houses built by construction organi- 
zations to the order and for the account of citizens, as well as to 
help housing construction by credits and by bringing to it the sav- 
ings of the population. And it is true that many citizens have the 
savings or can accumulate the savings so that in time they can pay 
the cost of either an individual house or of apartments in a coopera- 
tive apartment house. 


58 The number of apartments in Leningrad is calculated from the statement 
in Leningradskaya Pravda, May 81, 1950, that 117,000 apartments in that city, 
housing 45 per cent of the total population, were supplied with gas. The pro- 
cedure for calculating total housing space in Moscow in 1950 was as follows: 
According to Pravda, February 3, 1949, Moscow's housing space had regained 
the prewar level. This was approximately 18,200,000 square meters according 
to Broner, op. cit., p. 17. When 400,000 square meters for new housing built 
in the city during 1949 is added, the total given in the text is obtained. 
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That this is a “solution” which can benefit only the wealthier 
groups in Soviet society — who probably already enjoy the best 
and most spacious available housing — would seem to be obvious. 

In 1953, however, the Soviet government did increase capital 
investment in new housing by 11 per cent over 1952. In addition 
it gave housing construction needs higher priority than earlier for 
scarce construction materials. But productivity of construction 
Jabor in 1958 did not rise as rapidly as hoped for, while poor quality 
construction, careless handling of materials, and the like continued 
to plague housing construction. 


Urban Housing Administration 


The organization of the Soviet housing economy has undergone 
many changes since the beginning of the Bolshevik revolution. 
The USSR has experimented with rent-free housing; small apartment 
houses managed by concessionaires; housing built and managed by 
cooperatives; and, since 1987, predominantly state-owned and 
-operated housing. Most Soviet urban dwellings today are state- 
owned and -managed, either by municipal governments or by 
economic enterprises and institutions. In the latter group, housing 
is reserved for employees of the particular enterprise or institution 
and must be surrendered when a worker leaves. In addition, there 
are privately owned dwellings and dwellings owned by the few 
cooperative housing groups that survived the reform of 1937. This 
measure ended most cooperative housing and transferred the build- 
ings involved to the state. 

In formulating its housing policy, the Soviet government_has_op- 
portunity to and does exercise influence upon the welfare, standard 
of living, and incentives of its people, By giving enterprises control 
over a large portion of scarce housing facilities and making occu- 
pancy of this housing conditional.upon continued employment in 
a.given.place of work,.the government gives the directors of its 
plants_a potent weapon against labor turnover. In the distribution 
of housing, preference is shown to Stakhanovites and. others with 
outstanding production records — and also, of course, to those well- 
connected politically. Thus one's opportunity to have decent hous- 
ing, even by minimal Soviet standards, often depends upon where 
one works and how well one works, and is often a most potent in- 
centive for improved productivity. On the other hand, housing space 
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has become one of the competitive lures enterprise directors can 
use in attracting workers, an important weapon in a country where 
wage competition is frowned upon though not unknown. 

Soviet propagandists have often boasted about the low rents paid 
by Soviet citizens, pointing with pride to the fact that rent takes 
a much smaller portion of urban incomes than in the United States. 
Viewed superficially, this argument is valid. For the USSR as a 
whole, rent accounted for only 7.1 per cent of the average worker's 
budget in 1928 and only 5.4 per cent in 1936. In Moscow, the 
percentage importance of rent in the average worker's budget fell 
from 9.2 per cent in 1927 to 2.4 per cent in 1948.? In 1935-36 
American families with incomes of $1,750 to $2,000 spent an average 
of $302 for housing, or somewhat under 15 per cent of total income. 
At lower income levels the percentage was closer to 20 per cent.?! 
Obviously, however, such comparison of the relative importance 
of rent in the USSR and the United States is meaningless, because 
of the great discrepancy in the quantity and quality of housing 
provided urban dwellers in the two countries. It seems not un- 
fair to say that one has to look at the worst slum areas of American 
cities to find housing conditions comparable to those typical in the 
USSR. 

The Soviet rent policy, established in 1928 and apparently con- 
tinued at least to the late 1940's and perhaps even to 1954, was 
initially based upon the premise that rental income should cover 
the cost of current maintenance and amortization of housing facili- 
ties. In addition rents were planned so as to allow for differences 
in the qualities and conveniences of different housing facilities and 
so as to bear differentially upon persons receiving varying incomes. 
The inflationary rise in costs and wages since 1928, however, has 
apparently prevented the attainment of both objectives in recent 
years. In 1944 the cost of maintaining houses under Moscow's 
municipal administration was 228,700,000 rubles, while total rents 
received were only 142,300,000 rubles. A Soviet writer points out 
that during the war a worker in Moscow earning 200 rubles monthly 


59 Kobalevsky, op. cit., p. 206. 

60 Broner, op. cif., p. 104. 

9! National Resources Planning Board, Family Expenditures in the United 
States, Statistical Tables and Appendixes, p. 3. Washington, D. C.: Govern- 
ment Printing Office, June 1941. 
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and living with his family in a room with an area of 16 square 
meters paid 8 rubles and 48 kopeks monthly if the apartment had 
water supply and sewage facilities, and 6 rubles, 48 kopeks, if it 
had neither convenience, a difference far less than the worth of 
these facilities. Before the war in Moscow, 53 per cent of all hous- 
ing was occupied by persons receiving over 400 rubles monthly, 
all paying the same maximum rate. This Soviet writer concluded 
his discussion by calling for a complete revision of what he con- 
sidered to be the obsolete rental regulations, in the direction of 
raising them to meet actual maintenance and amortization costs as 
well as to permit proper differentiation of rents in correspondence 
with differences of housing quality and occupants’ incomes. 

Soviet rents are based upon the number of square meters occu- 
pied by a family, this measurement excluding corridors, bathrooms, 
kitchens, and other ancillary facilities. The basic rate per square 
meter of housing space may vary from 80 to 44 kopeks, as set by 
housing authorities. From this rate certain deductions or additions 
are made to take account of the quality of the facilities and con- 
veniences available. Thus 10 per cent is deducted if there are no 
sewage facilities in the house, and 5 per cent if there is no electricity; 
while 5 per cent is added if hot water is provided, 2 per cent if 
there is a bath, 3 per cent if there is gas, and so on. The rate de- 
termined in this way is then differentiated in accordance with the 
income of the occupant. In the RSFSR, for each 10 rubles of in- 
come received monthly above 145 rubles, an additional 3.3 kopeks 
per square meter must be paid. The maximum monthly rental rate, 
however, is 1 ruble, 32 kopeks, per square meter. There are special 
rates for some categories of persons, including a substantially 
lower schedule for military personnel. In addition to rent, occu- 
pants of Soviet houses pay charges for central heating and for 
public utilities, including water supply, sewage, electricity, xadio, 
and other conveniences.™ 

The scarcity of urban housing described earlier has made the 
rationing of housing space a feature of Soviet life for many years. 
In theory, the nominal amount of housing space each Soviet citi- 

62 Broner, op. cit., pp. 100-108. 

93 Maslyakov, et al, op. cit., pp. 115-23. A more detailed account of the 


Soviet rent system is given in M. F. Parkins, "Sovict Policy on Urban Housing 
and Housing Rent," Land Economics, August 1953, pp. 269-79. 
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zen is entitled to under the rationing system is 9 square meters. This 
is roughly twice the 4 or 5 square meters per person which is the 
actual average. Thus those in charge of allocating this scarce space 
have great power, and there are many opportunities for abuses, 
as the following—which seems a representative complaint—shows: 9t 


There are many workers living here in temporary barracks erected 
years ago when the Kuznetsk combine was built. These buildings, 
which disfigure Kuznetsk steelworkers’ city should long ago have 
been demolished. Yet this task has been wretchedly handled, not 
because there has been little house construction, but because space 
has been thoughtlessly allocated. Often people in acute need of 
apartments remain on the lists for years, while those living in decent 
circumstances get new and even more convenient dwellings. . . . 
There are still times when crooks and opportunists, having infiltrated 
housing administrations, try to profit at the state's expense by carry- 
ing out shady deals. . . . Advanced production workers, other things 
being equal, must have first turn in getting new living space. 


Public Utilities 


In the area of public utilities, Soviet experience seems to have 
been similar to its experience with regard to housing. Large invest- 
ments were made in building new water supply, sewage, trolley, 
gas, and electric supply systems and in expanding those that had 
existed before the revolution. In 1913, for example, only 215 cities 
had water supply systems; in 1938 this figure had risen to 411 cities. 
The number of cities with sewage systems was more than six times 
as great in 1940 as before the revolution, in the area within the 
pre-1939 borders of the USSR." 

Despite these advances, however, the availability of these and 
other conveniences was by no means satisfactory even in the best 
era before World War II. The 1939 census listed 174 cities having 
50,000 or more population. Yet in 1938 only 107 cities had sewage 
systems and only 79 cities had trolley or trolley-bus systems. It is 
indicative of the way in which Soviet planning seeks to hide de- 
ficiencies behind ornate show that the USSR built the artistically 
beautiful and highly expensive Moscow subway in a period when 
fewer than half of its large and medium-sized cities had even trolley 
lines. Another indication of the lack of essential utilities is pro- 

€4 Trud, December 12, 1953. 
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vided by data on urban housing built in 1935. Of all this new hous- 
ing, 82 per cent had no water supply, 38 per cent had no sewage 
facilities, 92.7 per cent had no gas supply, and 547 per cent had no 
central heating." 

The destruction and deterioration of housing during World War 
II was paralleled by similar losses to public utility facilities. In the 
list of partially or fully destroyed facilities were 251 water supply 
systems, 114 sewage systems, 46 trolley systems, and 362 municipal 
electric stations. In addition the utility systems in the never-occu- 
pied areas became more inadequate than ever to meet local needs 
as population rose in the cities there. The Fourth Five-Year Plan 
called for restoration or construction during 1946-50 of 40 water 
supply and 52 sewage systems. Indicative of the inadequacy of 
prewar facilities is the fact that this plan called for construction of 
water supply systems in such important eastern cities as Sverdlovsk 
and Chimkent, while new sewage systems were to be built in such 
major communities as Krasnoyarsk, Tomsk, Irkutsk, and Frunze, 
among others. Trolley lines were to be introduced into Krasnoyarsk, 
Barnaul, Tomsk, Karaganda, and Bryansk, and bus lines into Novosi- 
birsk, Gorky, Tashkent, Minsk, Yerevan, and Sevastopol among 
others. In the postwar period a great deal of work was scheduled 
to be accomplished in providing gas to residents in Moscow, Lenin- 
grad, Kiev, Kharkov, Lvov, Odessa, Baku, Saratov, Kuibyshev, and 
other cities where this useful cooking and heating fuel had formerly 
been available to few or none. 

Material appearing in the Soviet press during 1950-54 suggested 
that substantial, but inadequate, progress had been made during 
the postwar period with respect to public utilities. The common 
complaint running through accounts from many communities was 
that the expansion of urban population had outrun existing facilities 
built to serve much smaller numbers of people. In new workers’ 
suburbs in many parts of the country, houses were often put up and 
people moved into them with little attention to provision of water 
supply, sewage facilities, electricity, and the like. The increasing 
pollution of Soviet rivers by factories on their banks tended further 
to complicate public utility problems in many areas.9? 

' € Kobalevsky, op. cit., p. 109. 
68 Maslyakov, et al., op. cit., pp. 6-8. 
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Medical Service 


In few if any areas of the Soviet standard of living have such 
appreciable gains been made since the Bolshevik revolution as in 
working at top productive capacity and glivsieslly fit for combat 
in war if need be, the Soviet government has recognized the im- 
portance of providing medical care and has devoted substantial 
resources toward that objective. The number of doctors and dentists 
in the Soviet Union increased from 19,800 in 1913 to 130,400 in early 
1941 to almost 300,000 in early 1953. The number of hospital beds 
grew from 142,310 in 1913 to about 850,000 in early 1941 and to 
approximately 1,100,000 in 1951.'? It is clear that the quantity of 
medical service received by the people of the USSR has increased 
enormously. This service is provided in the main through the system 
of socialized medicine under which costs are met by the state so 
that they are paid for by the people indirectly through the general 
tax and government revenue system rather than by direct payment 
of fees as in the United States. In addition the Soviet government 
has actively encouraged scientific research on medical problems and 
has sought the swift introduction into medical practice of new sci- 
entific advances in this field. 

Despite the great advances made, however, it seems clear that 
much further improvement is required to bring the quantity and 
quality of Soviet medical service up to the level of more productive 
nations. Thus to serve the more than 200,000,000 people of the 
Soviet Union in the early 1950's there were fewer than 300,000 
doctors and dentists and about 1,100,000 hospital beds as noted 
above. The United States, with a population roughly 25 per cent 
less, had approximately the same total number of doctors and 
dentists and over 1,500,000 hospital beds. The United States does 
not have the large number of intermediate medical personnel, known 
as feldshers, who are employed in the Soviet Union. The fact that 
such incompletely trained medical personnel are required, however, 


10 Entsiklopediya, cols. 1163, 1164, and 1178. Gosudarstvenny Plan Raz- 
vitiya . . . na 1941 god, p. 608. Pravda, October 6, 1952, gives the number of 
hospital beds in 1951 as 30 per cent above that of 1940. Izvestia, June 20, 
1958, states there are also 900,000 feldshers and nurses. 
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is perhaps the best indication of the inadequacy of Soviet doctors 
for the requirements of that country's large population. 

The quality of Soviet medical service is naturally open to question 
in view of the very rapid increase in the number of doctors and other 
medical personnel from the extremely low levels at which the Soviet 
regime began. There can be little doubt that at its best Soviet medi- 
cine is extremely good. However, the repeated complaints in the 
Soviet press about incorrect diagnoses, carelessness and rudeness 
in handling patients, lack of equipment, failure of doctors to keep 
up to date in their knowledge, scarcity of even common drugs, and 
similar faults, all suggest that the average standard of medical care 
leaves much to be desired." The persistence of part-time private 
medical practice by doctors employed by the state is also indicative 
of the unsatisfactory quality of service in the socialized system. The 
same doctor may be consulted without charge in a government 
clinic, yet a significant number of patients apparently feel it worth 
their while to consult him at home and pay him to get what they 
consider better care. As one Soviet physician wrote in mid-1950: 
",, . in the hospital or clinic we still work inadequately well if the 
sick are ready to pass us by on the way to doctors practicing pri- 
vately." 7? 

It is interesting to note that despite the government control of 
medicine the distribution and availability of medical personnel in 
the Soviet Union are highly unequal in different areas. The best 
situation apparently exists in Moscow, which had over 25,000 doc- 
tors and dentists and over 50,000 feldshers and nurses to serve its 
roughly 5,400,000 people in mid-1953.*? If the same ratio of medical 
personnel to population had obtained in all the Soviet Union, the 
country would have had roughly 1,000,000 doctors and dentists and 
2,000,000 feldshers and nurses, far above the numbers actually avail- 
able at that time. Rural areas apparently have the least adequate 
medical service, in terms of personnel available, quality of person- 
nel, and quality and quantity of facilities and medicines. The situa- 


T! C£, for example, the typical complaints in Trud, December 26, 1948; 
ibid., January 25, 1950; Literaturnaya Gazeta, April 15, 1950; Leningradskaya 
Pravda, June 29, 1950. Cf. also the translated material on this subject in 
Current Digest of the Soviet Press, September 9, 1950, pp. 18-17. 
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tion in the rural areas of Central Ásia is apparently particularly 


bad.” 


Other Services 


The provision of ordinary consumer services such as laundry, shoe 
repair, and the like is perhaps the most primitive and undeveloped 
section of the Soviet economy affecting the standard of living. Such 
services are apparently best developed in Moscow and Leningrad, 
though even in these cities they are by no means adequate. Else- 
where they are much less available. Consumer services are fre- 
quently performed by artels, that is, cooperatives of craftsmen who 
can be hired for fees to perform work in their line. The low standards 
in this area are suggested by the following quotation from a speech 
made by Politburo member A. I. Mikoyan in 1939: 


We must open more public laundries and dry cleaning shops, more 
shops for repairing shoes, pressing clothes, etc. Moscow and Lenin- 
grad already have quite a number of Americanized repair shops 
where—if they are properly organized, as we can and must make 
them—people can hand over their shoes to be repaired; the job is 
: done in fifteen or twenty minutes and at the same time you can have 
your suit ironed while you sit reading the newspaper. (Laughter, 
applause.) 75 


The same Soviet official was saying the same thing eleven years later, 
in 1950: 


The work on organization of services for the population must receive 
especially great extent: organization of every kind of repair of shoes, 
clothes, household articles, laundering and dry cleaning of clothes, 
the work of artels engaged in building and repairing individual 
homes to the population’s order. It is necessary to guarantee accu- 
rate, exact, conscientious work in all these cooperatives serving the 
population. Here is still a virgin field of work.7¢ 


The reality behind these complaints may be suggested by sum- 
marizing a few of the items on this subject that appeared in the 
Soviet press during 1948-50. Until early 1950 Moscow had no repair 
shops for metal articles." In mid-1948 Izvestia printed a letter from 
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a group of prominent intellectuals, including scientists and writers, 
complaining that there was nowhere to take automobiles for repair 
and pointing out that since their owners were incompetent to fix 
them, once cars broke down they remained out of use for long 
periods.”* Leningrad, a city of over 3,000,000 persons, had only two 
automobile service stations in early 1950.77 Moscow laundries do 
a very poor job of cleaning clothes and dislike to work for private 
citizens, preferring to contract with enterprises and institutions for 
large quantities of work. Their equipment is obsolete, and up to 
early 1950 there had been little progress in building new laundry 
equipment.®° 

Material in the Soviet press during 1951-53 suggested the situa- 
tion was little changed almost a decade after the end of World War 
II. In mid-1952 the major city of Chelyabinsk, with over a half 
million people, had only one public laundry, and this handled mainly 
work for government institutions.§' In Sverdlovsk, another major 
city, the work of shoe repair and tailoring shops was said to be so 
bad and to require so long a wait that consumers were better ad- 
vised to buy new shoes or a new suit of clothes rather than expect 
to have their possessions repaired.®? In late 1952, the Ukraine, a 
region with more than 40,000,000 people, had only 110 dry-cleaning 
shops. The same year the newspaper Trud declared that the num- 
ber of cleaning and clothing repair shops in the RSFSR, largest of 
the Soviet republics, was “a drop in the sea in comparison with de- 
mand.”84 Such examples could be multiplied indefinitely. 

Mikoyan declared in October 1953: "It is necessary rapidly to 
increase the network of enterprises helping substantially to lighten 
the work of housewives, enterprises such as laundries, dry cleaners, 
clothing and shoe repair shops and other enterprises for everyday 
services." 55 Whether this declaration will have any more effect than 
earlier statements of a similar nature remains to be seen. Certainly 
there is great demand for an enormous expansion of service facilities. 

18 Izvestia, July 7, 1948. 

79 Leningradskaya Pravda, March 30, 1950. 

80 Trud, March 29, 1950. 
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THE SOVIET FINANCIAL SYSTEM 


Moz AND THE financial institutions concerned with 
money play an important role in the Soviet economy. Along with 
the economic plan, they help to integrate and coordinate the func- 
tioning of the many different parts of the complex productive dis- 
tribution mechanism in the USSR. The supply and distribution 
of money, the operation of the banking system, and other activities 
of Soviet financial organizations are all ruled by the economic plan. 
The planners utilize these parts of the Soviet economy as instru- 
ments to help them accomplish their basic production and other 
goals. The notion once held by some Soviet leaders that money 
would die out in a socialist economy has long since been repudiated 
by the present rulers of the USSR. They regard money and the 
accompanying system of financial institutions as indispensable for 
the operation of the USSR's complex economy. 

Money performs many of the same functions in the Soviet econ- 
omy that it does in the United States. It is a medium of exchange 
and a repository of generalized purchasing power. All personal 
incomes — whether of officials, ordinary workers, farmers, or others 
— are paid entirely or partially in cash. Individual owners of money 
may expend it as they please to purchase the commodities and 
services they desire. Money serves as a unit of account in trans- 
actions between different enterprises. All purchases and sales in 
the Soviet economy are expressed in money terms and are paid for 
either by actual currency or by some type of bank document such 
as a check. Money is also a repository and store of value in the 
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USSR. Money deposited in a savings bank will draw interest. It 
may be used to buy government bonds, which also bring in an un- 
earned income. If a Soviet citizen wishes, he may hoard money at 
home and save it there unti] he needs it at some future date. There 
are two important-uses of money-in-our-economy,-however, that 
are illegal in the USSR. Money may not be used to finance a private 
undertaking requiring.the employment of others for private. profit. 
It also may not be legally used by private individuals. to buy com- 
modities in order to resell them at a higher price. Such purchase 
and sale, normal from the point of view of a capitalist economy, 
are regarded as "speculation" in the Soviet Union. 

The operation of the monetary aspects of the Soviet Union is gov- 
erned by the financial plan. The financial | plan, as we have seen 
in “Chapter V above, is an integral part of the over-all economic 
plan. It parallels and is integrated with the production and dis- 
tribution plans for each period of time. From the most general point 
of view, the financial plan provides in advance for the income_and 
expenditure levels and patterns of all major portions of the Soviet 
economy. The three most important component parts of the financial 
plan include: (1) the government budget, which embraces a much 
larger portion of the national income in the Soviet Union than it 
does in any noncommunist nation; (2) the credit plan, which governs 
the granting of short- and long-term credits by the Soviet banking 
system to industrial and other enterprises during the period in- 
volved; and (3) the cash plan, which controls the supply of money 
in circulation. Through the financial plan, the Soviet government 
attempts to insure that the working of the monetary and fiscal aspects 
of the economy will be dovetailed with that of the other parts of 
the economy. In so far as possible, the Soviet government seeks 
to make certain that money and banking forces will not exercise 
any independent influence upon the course of events, that is, any 
influence at variance with the objectives of the over-all economic 
plan. 

The present situation, in which money plays an important and in- 
dispensable role in the Soviet Union, is a far cry from that envisaged 
at the beginning of the present regime's hold on power. The attitude 
that existed in the first year or two after the October revolution 
is summarized by the following extract from a resolution adopted 
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at the Eighth Congress of the Russian Communist Party in March 
1919: 


During the early stage of transition from capitalism to Communism, 
while Communist production and distribution have not been fully 
organized, it is impossible to abolish money. Hence, during this 
period the bourgeois elements will continue to make use of money 
. . . for the purpose of speculation, gain, and the robbing of the 
toiling classes. Leaning upon the nationalization of banks, the 
Russian Communist Party aims to carry through a number of mea- 
sures which will widen the sphere of moneyless settlements and 
which will pave the way for the abolition of money: the compulsory 
keeping of money in the People's Bank; the introduction of budget 
books; the displacement of money by checks, and short term tickets 
entitling one to products, etc.! 


As late as May 1921 Soviet economists were busily engaged in 
drawing up a plan to wipe out money entirely and replace it by a 
labor unit of accounting to be called the “tred.” ? The Commissar of 
Finance, appearing before the first All-Russian Congress of the 
Council of National Economy in 1918 declared, "In a Socialist 
society finance is not supposed to exist, and therefore I beg to be 
excused for its existence and for my own appearance here." * But 
even in those early years, Lenin and others warned that money 
had important uses and that serious consideration had to be given 
to assuring that money was properly employed so that the economy 
might operate. 


Soviet Inflation 1917-24 


From 1917 to 1924 the Soviet Union underwent one of the classic 
runaway inflations of human experience. In this period, when 
production and trade were at relatively low levels, the printing 
presses operated almost incessantly to turn out a flood of paper 
money that drove the old ruble’s value steadily downward while 
sending the price level soaring to astronomical heights. In these 
frantic years the value of the ruble often depreciated from hour 
to hour, and ordinary monetary calculations for business purposes 
became nightmarishly difficult. Barter exchanges and payments 


1 Quoted in Arnold, Banks Credit and Money in Russia, p. 106. 
2 Ibid., pp. 107-8. 
3 Quoted in Arnold, p. 112. 
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in commodity form even for government taxes assumed major pro- 
portions. Recipients of currency sought to rid themselves of it 
as soon as possible before it had lost much of the value it had had 
when they accepted it. This of course helped increase the velocity 
of currency circulation, thus accelerating the inflationary pressures. 
Only the revival and rapid growth of production and trade after 
the institution of the New Economic Policy made it possible to 
lay the groundwork for, and finally accomplish the institution of, 
a relatively stable currency. 

The statistical anatomy of this super-inflation is shown by the data 
in Table 46. 


Taste 46. Volume of Currency in Circulation and Price Level on Selected Dates, 
1918-24 in Soviet-Ruled Area. 


Notes in Circulation 


INDEX PRICE 

Date (FIRST OF MILLION yoty 1 INDEX 
EACH MONTH) RUBLES 1914=1 1913—1 

Jan. 27,050 17.0 21 
Jan. m 61,328 37.6 164 
Jan. 1920 .......... 225,015 188.0 2,420 
Jan. 1921 .......... 1,188,597 716.7 16,800 
Jan. 1922. 2e 17,589,232 10,757.6 288,000 
fan. 1998 24025 cies 1,994,464,454 1,223,597.8 21,242,000 
Jan. 1924 .......... 225,687 374,014 138,427,836.8 5,457,000,000 


Mar. 1924 .......... 809,625,216,667 496,702,886.9 61,920,000,000 


Source: Arthur Z. Arnold, Banks Credit and Money in Soviet Russia, pp. 76, 91, 128-29, 
186-87. 


Merely to keep pace with the enormous numbers in which ordi- 
nary calculations had to be carried on during this inflation, the 
government had to devalue the ruble twice. A decree of November 
8, 1921, ordered that one ruble of the 1922 issue should be equal 
to 10,000 rubles of earlier issues. On October 24, 1922, a ruble of 
the 1923 issue was declared to be equal to 100 rubles of the 1922 
issue, that is, to 1,000,000 pre-1922 rubles. 

The underlying cause of this inflation between 1917 and 1924 
was the fact that the Soviet government operated throughout this 
period with enormous deficits. This budgetary deficit was the re- 
sult of two factors. In the first place, many of the old sources of 
governmental income had been wiped out by the revolution. Pro- 
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duction was low and the Soviet government's ability to collect ade- 
quate revenues from its population was far below its needs to meet 
its expenses. On the other hand, the Soviet government’s require- 
ments for money were far greater than those of the Czarist regime. 
In the early years of war communism, it had to meet the great ex- 
pense of fighting civil war and foreign intervention. In addition 
the nationalized industries and railroads operated at large deficits, 
which had to be made up from the government budget. The Soviet 
government had little alternative but to turn to the printing press 
to cover the difference. The relationship between Soviet government 
incomes and expenditures during these early years is indicated by 
the data in Table 47. 


TABLE 47. Soviet Government Income, Expenditures, and Deficits, 1918-2]. 


Deficit as % of 
Income Expenditure Deficit Expenditures 
Year (MILLION RUBLES) 
1918 ..... "T 15,580 46,706 31,126 66.6 
1919 eea 48,959 215,402 166,443 77.3 
1920 ....... 159,604 1,215,159 1,055,555 86.9 
1921 c 4,139,900 24,471,900 20,332,000 83.1 


Source: V. P. Dyachenko, Sovetskiye Finansy v Pervoy Faze Razvitiya Sotsialistiche- 
skogo Gosudarstva, pp. 185. 307. Moscow: 1847. 

From the beginning of the New Economic Policy in 1921, Soviet 
authorities realized the necessity of creating a stable currency and 
wiping out the inflationary disorder that so hindered economic 
development in those years. The Soviet government acted vig- 
orously from 1921 to 1924 and finally reached its objective. Among 
the important early reforms were such measures as the separation 
of state industry from the state budget, so as to make the latter no 
longer responsible for the deficits of the former; the reform of the 
tax system, with the objective of increasing the income of the gov- 
ernment; and the attempt to institute a rigid policy of economy 
in government expenditures, so as to decrease the need for further 
issue of currency. However, as trade and output increased after 
1921, the need for more currency also grew. 

The first major monetary step toward a stable currency was taken 
in October 1922, when the state bank was empowered by govern- 
ment decree to issue a new unit of currency, the chervonets, which 
was declared equal to 10 czarist gold rubles. This new monetary 
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issue was to be fully secured, 25 per cent of the value to be covered 
by gold and foreign currencies and the remaining 75 per cent by 
short-term notes of various kinds and by easily marketable goods 
owned by the state bank. These chervontsy (plural of chervonets) 
were not made legal tender. They were declared to be acceptable 
in payment to the state or by the state in all cases where gold pay- 
ment was required by law. The state bank could demand the 
repayment in chervontsy for all loans made in that currency. The 
chervontsy were issued in limited amounts and remained fully 
backed, in order that popular confidence in this currency might be 
kept as high as possible. From the time of the beginning of the 
issuance of the chervontsy to the final Soviet monetary reform in 
1924, the USSR had two paper currencies consisting of the State 
Bank’s chervontsy and the ordinary Soviet rubles issued by the 
government itself. These latter rubles were known as sovznaki. 
By October 1, 1923, chervontsy accounted for 75 per cent of the 
total value of all money in circulation, and the sovznaki, ordinary 
rubles, accounted for 25 per cent. The number of sovznaki in 
circulation, of course, far exceeded the volume of chervontsy, but 
the value of each ordinary Soviet ruble was now infinitesimal. 

By early 1924 all was ready for the final completion of the mone- 
tary reform, which was carried out by a series of decrees issued 
in February and March of that year. The Soviet government treas- 
ury was authorized to issue a new currency in units of 1, 3, and 5 
gold rubles. These were decreed to be legal tender, that is, they 
had to be accepted for all purchases and in payment of all debts. 
The printing and issuance of the old sovznak currency was ordered 
stopped. On March 7, 1924, the redemption of the old sovznak 
currency was ordered, the rate being fixed at 50 thousand rubles of 
the 1923 pattern sovznak (equivalent to 50 billion rubles of the 
pre-1922 sovznak issues) for one of the new gold rubles. Redemp- 
tion took place during April, May, and June 1924. Provision was 
made for the issuance of silver and copper coins of 10, 15, and 20 
kopeks, and of half rubles in silver, as well as of copper coins of 
1, 2, 8, and 5 kopeks. Beginning with July 1, 1924, the issuance of 
paper money to cover state budgetary deficits was ordered dis- 
continued.5 


1 Baykov, The Development of the Soviet Economic System, pp. 89-90. 
5 Ibid., p. 91. 
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Soviet Money 1924-47 


From 1924 to 1947 the Soviet Union continued to have two major 
types of paper money, the chervontsy, each unit of which was equal 
to ten ordinary rubles and which were issued for the most part 
in notes of 1, 8, 5, and 10 chervontsy; and ordinary ruble currency, 
circulating in denominations of 1, 3, and 5 rubles. The chervontsy 
were technically issued by the State Bank and came to be called 
simply bank notes; the ordinary ruble notes were issued by the 
government treasury nominally, but actually were also governed 
by the State Bank. The bank notes were backed by gold, foreign 
currencies, and short-term notes owned by the State Bank. The 
treasury ruble notes were a purely fit currency, that is, their 
value basically came from a government decree ordering their ac- 
ceptance as money. The official Soviet position was that they were 
backed by all the property of the Soviet regime and therefore did 
not need any special reserves to give them intrinsic value. In addi- 
tion, in 1946, bronze and nickel coins worth 1, 2, 3, 5, 10, 15, and 
20 kopeks circulated (100 kopeks equal one ruble), as well as remains 
of earlier silver and copper coinage.® 

No sooner had a relatively stable domestic currency been obtained 
than Soviet leaders became conscious of the fact that this stability 
was threatened by depreciation of the ruble on foreign monetary 
exchanges. The government in 1924 had arbitrarily set the parity 
between its own and foreign currencies at the prewar mint ratios, so 
that an American dollar was declared equal to 1.943 rubles, a pound 
sterling to 9.458 rubles, 100 francs to 7.616 rubles, and so on.” Ruble 
quotations on foreign exchanges abroad, however, gave the Soviet 
currency far less favorable quotations, as smugglers paid for their 
purchases abroad with large exports of bank notes. In this way 
foreign exchange markets reflected the fact that high prices existing 
in the USSR made the purchasing power of the ruble far less than 
that established by the official foreign exchange parities. It was these 
high domestic prices that created profit opportunities for smugglers, 
who could buy goods much more cheaply abroad even if they ex- 
changed bank notes at less than official government rates for foreign 
money. The Soviet government, of course, could have supported the 
OM. Boguslavsky, Y. Greben, and A. Proselkov, Operationaya Tekhnika i 


Uchet v Gosbanke SSSR, p. 252. Moscow: 1946. 
T Arnold, op. cit., pp. 264, 447. 
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foreign exchange rate of the ruble by purchasing foreign-owned 
bank notes with gold or precious metals, but its supply of these com- 
modities in the early 1990's was far too low to permit the extensive 
purchases that would have been required. A decree of July 9, 1926, 
therefore, forbade the export of bank notes, and the State Bank dis- 
continued redemption of its notes owned abroad. For a time for- 
eigners visiting the USSR were permitted to bring ruble notes in 
with them, so that there continued to be a foreign market for Soviet 
currency at substantial discounts from the official rates. To stop this, 
the government decree of March 21, 1928, prohibited the import as 
well as the export of banknotes, thus making the ruble a completely 
internal currency. In this way the ruble was.protected. from the 
more realistic valuations given it by foreign markets, but to do 
this the government for many years afterward had to conduct its 
foreign economic relations in other currencies.? 

During the 1930's and 1940’s the exchange rates between the ruble 
and other foreign currencies were set arbitrarily by the Soviet gov- 
ernment, primarily for the purpose of providing a basis on which 
foreigners bringing their currency into the USSR could exchange it 
for rubles. The ruble was grossly overvalued as judged by any com- 
parison of its purchasing power with the purchasing power of the 
nominally equal amounts of dollars, pounds, and so on. In general 
the Soviet government changed ruble rates so as to reflect changes 
in the value of freely fluctuating foreign currencies based on gold. 
Thus, when the American dollar was devalued by President Franklin 
D. Roosevelt, its ruble value was cut to 1.15 rubles as against 1.943 
rubles earlier. In 1985 and 1936, however, the government made 
more adequate recognition of the great inflation of domestic prices 
that had occurred and devalued the ruble. Beginning April 1, 1936, 
fine gold was valued at 5.6807 rubles per gram, as against 1.29 
rubles per gram earlier, a devaluation of 77.5 per cent. This resulted 
in new foreign exchange values of the ruble, including a rate of 5.06 
rubles for the dollar. In 1937 the dollar was declared equal to 5.3 
rubles, and the nominal ruble parity of other currencies was calcu- 
lated by multiplying their dollar values by 5.3.° These new ratios 
also overvalued the ruble, however, the margin of overvaluation 
increasing as Soviet prices went up after 1936. During World War 


8 Ibid., pp. 262-63. 
9 Ibid., pp. 447-49. Boguslavsky, Greben, and Proselkov, op. cit., p. 265. 
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II. official exchange rates remained unchanged, despite the great in- 
flation of nonration Soviet prices. Some allowance was made, how- 
ever, for diplomatic personnel, members of the American Embassy 
staff being permitted to get 12 rubles for an American dollar rather 
than the 5.8 rate maintained nominally. The changes in foreign 
exchange rates for the ruble put into effect during 1949-54 will be 
discussed later in this chapter. 

The monetary reform of 1924 provided a much more stable cur- 
rency than had existed earlier. In the years that followed, up to 
World War H, production increased many times, so that the volume 
of commodities that could be bought in the USSR with ruble notes 
greatly increased. However, the late 1920s and 1980s were also 
vears of inflation in the USSR, although this inflation proceeded 
more slowly than during 1917-24. The tremendous industrialization 
program of the first three five-year plans required the diversion of 
much of the country's output of capital investment, while holding 
down the growth of consumer-goods production to a much slower 
pace. The catastrophic events in agriculture during the early 1930's 
sharply curtailed the availability of many important foods and agri- 
cultural raw materials. Meanwhile the number of industrial workers 
being paid money wages and relying on the market for the commod- 
ities they needed increased sharply. The severest impact of these 
forces before World War II was felt in the early 1930's, when the 
USSR had to impose stringent rationing upon its urban population 
in an effort to stretch supplies of food and consumer goods so that 
they would meet at least minimal needs. Concurrently the supply 
of money in circulation and the volume of credit grew rapidly. The 
increase of money in circulation is shown in Table 48. 


'TABLE 48. Currency in Circulation in the USSR, 1928-36. 


Treasury Notes Total Currency 


Bank Notes and Coins in Circulation 

Date (THOUSANDS OF RUBLES) 

Jan. 1, 1928............. 1,002,900 664,900 1,667,800 
Jan. 1, 1980. ...........- 1,501,000 1,272,000 2,773,000 
Jan. 1,1932. ............ 2,784,413 2,888,897 5,873,310 
Jan. 1, 1984... ........-..- 3,349,502 3,429,046 6,771,548 
Apr. 1,1985... 2s 3,978,041 3,901,366 1,879,407 
Apr. 1, 1986............. 5,934,994 Unavailable Unavailable 


Source: Arnold. op. cit., pp. 412-13. 
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The inflationary impact of these forces upon the prices of basic 
foods is indicated by the data in Table 49. 


Tane 49, Prices of Food Items in Moscow, 1928, 1936, and 1940. 


Rye Bread Rice Potatoes Sugar Beef Butter Eggs 


(RUBLES PER KILOGRAM ) (PER EGG) 
1998.... .08 .48 ll 62 87 2.43 19 
1986.... ..85 8.00 80 4.10 8.00 16.00 .40 


1940*... ..85 8.00 1.20 5.50 18.00 23.00 .85 


* Apri] 1940. Prices were raised later in the year. 
Source: S. N. Prokopovicz, Russlands Volkswirtschaft unter den Sowjets, p. 305. 


]t is clear from Table 49 that prices of many basic foods rose 
tenfold or more between 1928 and 1940, a very substantial infla- 
tionary movement by any standard. To speak of the stability of the 
Soviet ruble after the monetary reform of 1924 is justifiable only if 
one has in mind a comparison with the much wilder gyrations of 
the ruble before that reform. 

World War II and its aftermath completed the inflationary de- 
preciation of the monetary system inaugurated in 1924. Production 
of consumer goods and food for market sale to civilians dropped 
precipitously during the war, both because much of the USSR's 
production capacity was lost to the Germans and because of govern- 
ment measures aimed at maximizing output for the needs of the 
armed forces. At the same time, the government had to renew 
printing of currency to meet its budgetary deficit, especially in 1942. 
The total volume of currency in circulation in the USSR increased 
by 2.4 times during three war years, thus increasing the inflationary 
pressure upon the greatly reduced supplies of commodities avail- 
able for purchase.? The Soviet government attempted to keep a 
restraining hand on prices by instituting a rigid rationing system 
at the outset of the war and by draining off a larger part of the 
civilian population's income through higher taxes and large bond 
issues sold to the public. Goods sold under the rationing system 
were for the most part sold at the same prices as before the war. 
The pressure of inflationary forces expressed itself, therefore, in 
1942 and 1943 primarily in the collective farm markets, where 
farmers could sell their surplus produce at any price they could get 
without requiring ration tickets. Prices prevailing in these free 


10 Voznesensky, The Economy of the USSR During World War II, pp. 73, 76. 
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markets, sometimes termed black markets—mistakenly, for these 
were legal transactions—soared far above the old prices, sometimes 
exceeding them by 100 times or more. In late 1943 rye bread, selling 
for 1 ruble per kilogram in the ration stores, cost 130 rubles a kilo- 
gram in the free market. In the same period sugar, which was almost 
unobtainable in the ration stores, where it cost 5 rubles a kilogram, 
sold for 1,100 rubles in the Moscow free market.? These are ex- 
treme cases, but they illustrate the magnitude of inflationary pres- 
sures existing in the early years of World War II. 

From 1944 to 1947 the Soviet government sought to strengthen the 
value of the ruble by a number of different measures. “Commercial” 
stores were opened in 1944, at which goods could be bought without 
ration cards but at much higher prices. These prices were reduced 
a number of times in the years that followed, causing pressure for 
similar price reductions in the competitive farm markets where 
food was sold. Price reductions were made possible by the increas- 
ing supply of food and consumer goods that became available in 
the last year of World War II and after the end of hostilities. The 
price differential between the commercial stores and the ration stores 
was narrowed considerably in September 1946 by a government 
order roughly tripling the prices of foods sold under the rationing 
system, but this differential still remained substantial. The narrow- 
ing of the gap in prices between the same commodities sold under 
the rationing system and in the commercial stores, plus the greatly 
increased supply of food and consumer goods, provided the ground- 
work for the Soviet monetary and ration reform of December 1947, 
the most important government decree dealing with money since 
the reform of 1924. The severe 1946 ration price increases took 
place after the disastrous crop failure of that year. 


The 1947 Monetary Reform 


The decree of the Council of Ministers announcing the 1947 re- 
form declared that the volume of money in circulation had increased 
greatly, both because of war needs and because invading forces had 
introduced large quantities of false ruble notes. It acknowledged 
that this increase in money supply, together with the decline in 
goods available for sale, had increased prices ten or fifteen times over 


11 Schwartz, "Prices in the Soviet War Economy," op. cit., p. 877. 
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the prewar level. This admission, of course, understated the ex- 
treme inflationary peaks pointed out above. The decree accused 
“speculative elements” of using the gap between government ration 
prices and free market prices to enrich themselves. It made no men- 
tion of farmers, although those among them who had been able 
to sell significant quantities in the free markets had been the chief 
beneficiaries of the extremely high prices prevailing there. The 
purpose of the decree, it was declared, was both to establish a 
full-valued monetary system and to prevent the “speculative ele- 
ments who enriched themselves during the war and accumulated 
considerable sums of money” from buying up goods after the abo- 
lition of rationing.’* In other words the government sought to 
upset the. distribution of purchasing power that had resulted from 
the war and early postwar price situation so as to penalize those 
who had _benefited—the farmers primarily, though the. decree did 
not mention them—and to improve the relative position of those 
who had been at a disadvantage earlier. This latter group consisted 
primarily of the urban population. 

To achieve these objectives a complex set of measures was or- 
dered. Rationing and the two-price system (commercial and ration 
prices) were abolished, and one system of state-owned stores set up, 
selling goods to all comers without ration tickets at one state-fixed 
level of prices. All cash owned by the population was ordered 
exchanged for new 1947 rubles at the rate of 10 old rubles for one 
new ruble. This very low exchange rate reflected the real deprecia- 
tion of the ruble even after the recovery of 1944-47. It also affected 
primarily those who had hoarded cash, that is, farmers with little 
faith in banks or government bonds and speculators who kept cash 
for fear that depositing it in banks would make their profits known 
to the state. Accounts in government banks were also ordered re- 
valued at a sliding scale. Accounts up to 3,000 rubles were main- 
tained without change, that is, converted at a l-to-l ratio. All ac- 
counts of from 3,000 to 10,000 rubles were revalued at a 1-to-1 
ratio for the first 3,000 rubles and at a rate of 3 old rubles for 2 new 
ones for the amounts in excess of 3,000 rubles. Accounts in excess 
of 10,000 rubles had the first 10,000 rubles revalued as indicated 
above and all sums over 10,000 rubles revalued at the rate of 2 old 


12 An English translation of this decree was printed in The New York Times, 
December 15, 1947. 
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rubles for 1 new ruble. Government bonds outstanding were ordered 
exchanged for new bonds at the rate of 3 old rubles for 1 new ruble, 
although two bond issues—those of 1938 and 1947—were handled 
somewhat differently. Current accounts of cooperative organizations 
and collective farms in Soviet banks were ordered devalued at the 
rate of 5 old rubles for 4 new rubles. All taxes, obligations to the 
state, wages, and other fixed obligations were ordered unchanged, 
to be paid at the same rates in new currency as in the past. 

With one move, therefore, the Soviet. government considerably 
altered the distribution of real wealth among its people, introduced 
a new currency, abolished rationing, and considerably simplified 
the distribution and price system for consumer goods and food. In 
a democratic society, such a far-reaching move affecting tens of 
millions of people would have been the subject of bitter parlia- 
mentary and public debate and controversy. In the Soviet Union, 
it was carried out by authoritarian government decree, with no 
consultation of either those who lost or those who gained from the 
move. Inflationary pressure was thus virtually wiped out for the 
time being by the expedient of declaring all paper money owned 
by the population worth only 10 kopeks on the ruble. The alterna- 
tive of course would have been to raise prices almost tenfold, but 
this would have been bad from the foreign propaganda point of 
view and also would not have produced the internal social conse- 
quences that flowed from the differential rates of devaluation ac- 
tually used. The reform is a good illustration of a dictatorship’s 
ability to sugar-coat the bitter pill of currency confiscation by the 
sweet shell of ration-free trade. 

The monetary system of the USSR since the 1947 reform has con- 
sisted of three elements: bank notes, treasury notes, and metallic 
coins with denominations under one ruble. This system is of course 
formally similar to the pre-reform system, despite the drastic deval- 
uation caried out in December 1947.18 


The “Gold Standard” Ruble 


As pointed out above, the official value of the ruble in terms of 
foreign currencies for more than a decade after 1937 was deter- 


33 F. D. Livshits, Bankovaya Statistika, p. 401. Moscow: Gosfinizdat, 1948. 
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mined by the Soviet government on the basis of its unilateral declar- 
ation that 5.8 rubles were equivalent to one dollar. As other cur- 
rencies fluctuated in terms of the dollar, their ruble values were 
changed on the basis of the 5.3 ratio. From 1987 to early 1950, 
foreigners visiting the Soviet Union and wishing to exchange their 
own currency for Soviet money had to accept this ratio of exchange, 
unless they were diplomatic personnel, who obtained a more favor- 
able rate. The ruble did not serve as an actual medium of foreign 
exchange outside the USSR during this period, and its export or 
import continued to be forbidden. Soviet foreign trade continued 
to be conducted in foreign currencies, and Soviet trade agreements 
with other nations were usually expressed in terms of dollar amounts. 

A decree of February 28, 1950, made important changes in this 
situation. The decree announced a comprehensive series of price 
cuts on consumer goods and food and declared that this and earlier 
price reductions had raised the actual value of the ruble above that 
indicated by prevailing foreign exchange rates. Moreover it de- 
clared that the American dollar had proved to be an unstable 
currency, so that the USSR could no longer base the ruble upon it 
but must shift to a gold base. The Council of Ministers ordered, 
therefore, on the basis of this reasoning that: (1) the gold content of 
the ruble should be declared equal to .222168 grams of pure gold; (2) 
the State Bank of the USSR should buy gold thereafter at a price of 
4 rubles and 45 kopeks per gram of pure gold; (3) the official ex- 
change rate between the dollar and the ruble should be changed 
from 5.8 rubles to the dollar to 4 rubles to the dollar; and (4) the 
exchange ratio of the ruble in relation to other currencies should be 
changed in the same ratio as in the case of the dollar, and that where 
foreign currencies fluctuated in the future their ruble exchange 
values should be altered accordingly.'* At the same time diplomatic 
personnel in the USSR were informed that after June 30 they would 
no longer receive any preferential ruble exchange rate. 

Although Soviet commentators hailed these changes as putting 
the ruble on the gold standard, this was not true. The Soviet gov- 
ernment put an arbitrary gold valuation on the ruble and announced 
that its gold purchasing monopoly would pay a corresponding price 
for gold. But in a true gold standard situation, holders of a given 


14 Pravda, March 1, 1950. 
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currency must be able to obtain gold from the government at roughly 
the same price as that for which the government will purchase 
gold. The Soviet announcement of the new ruble "gold standard" 
made no mention of what ruble price it was willing to accept from 
those who wished to buy gold. Information on this point became 
available in March 1954 when it was reported that Soviet jewelry 
stores sold gold "in small wafer-size pieces at the rate of ninety 
rubles for one gram of gold of 916/1000 fineness" to persons who 
wished to have gold teeth instead of the stainless steel teeth usually 
provided by Soviet dentists. This is equivalent to 2,800 rubles a fine 
ounce of gold as against $35 a fine ounce in the United States. On 
the basis of the Soviet selling price for gold, the ruble is worth only 
1.25 cents in United States money, not 25 cents as indicated by its 
purchase price for gold.!'5 The Soviet claim that postwar price cuts 
had raised the exchange value of the ruble above its previous ex- 
change rate ignored the fact that the government had made no 
revision of the exchange rate during the entire preceding period— 
particularly during World War II—when this rate overvalued the 
ruble tremendously. More important, the government gave no evi- 
dence of the ruble's supposed undervaluation. This was wise, since 
any comparison of the ruble's purchasing power with that of the 
dollar would have shown the falsity of the claim that even 5.3 rubles, 
let alone 4 rubles, were equal in purchasing power to one United 
States dollar. Since the 1950 reform, the Soviet government has 
maintained the ruble-dollar ratio constant. It has changed the 
ratio between the ruble and the currencies of other noncomunist 
countries besides the United States in proportion to world currency 
market changes (or official parity changes) in the relation between 
those currencies and the United States dollar. With respect to the 
currencies of Eastern Europe, the Soviet government has changed 
their ruble ratios since 1950 to correspond to the official relationship 
with the ruble set by the communist governments of those countries 
for their own currencies. The trend has been for these satellite 
regimes to declare their currencies based on the ruble. The official 
Soviet government ratios between the ruble and various foreign 
currencies shortly before the 1950 reform, immediately after it, and 
in early 1954 are shown in Table 50 below: 


15 New York Times, March 7, 1954. 
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Tane 50. Official Ruble Foreign Exchange Rates, November 1, 1949, March 2, 
1950, and February 1, 1954. 


Exchange Value in Rubles 


Foreign Currency NOVEMBER 1, 1949 Marcy 2, 1950 resnuany 1, 1954 
U. S. Dollar ............ 5.30 4.00 4.00 
British Pound Sterling .... 14.84 11.20 11.20 
Egyptian Pound ........ 15.94 11.52 11.52 
Canadian Dollar ........ 4.82 3.03 4.12 
100 Swedish Kroner ..... 102.32 77.22 17.22 
100 Swiss Francs ....... 121.84 91.47 93.27 
100 Albanian Leks ...... 10.60 8.00 8.00 
100 Afghan Afghani .... 31.55 23.66 19.05 
100 Belgian Francs .....- 10.82 8.00 8.00 
100 Bulgarian Leva ..... 1.86 1.40 58.82 
100 Hungarian Forints .. 45.49 34.10 34.10 
100 Dutch Guilders ..... 139.29 105.28 105.26 
100 Danish Kroner ...... 76.59 57.91 57.91 
100 Indian Rupees ...... 111.83 84.30 84.30 
100 Iranian Rials ....... 16.43 12.40 12.40 
1,000 Italian Lire ...... 8.34 6.40 6.42 
100 Mongolian Tugriks .. 131.40 100.00 100.00 
100 Norwegian Kroner ... 14.90 56.00 56.00 
100 Pakistan Rupees .... 160.78 121.05 121.05 
1,000 Polish Zlotys ...... 13.95 10.00 1000.00 
1,000 Rumanian Lei ..... 35.33 26.74 666.70 
100 Turkish Lire ....... 188.35 149.86 142.86 
1,000 Finnish Finnmarks. 22.95 17.47 17.47 
1,000 French Francs .... 15.15 11.46 11.43 
100 Czech Crowns ...... 10.60 8.00 55.56 


Sources: Izvestia, November 1, 1949; March 2, 1950; February 2, 1954. 


'The consequences of this reform upon foreign trade will be dis- 
cussed in a later chapter, but one more aspect of this reform requires 
attention. The Soviet move in putting the ruble upon a nominal gold 
base focused attention upon the possibility that the USSR might 
some day repeal restrictions upon ruble exports and imports and 
try to make the ruble an international currency. The possibility exists 
of course that the USSR may some day permit free purchase of gold 
by ruble holders at a price in line with the government's ruble pur- 
chase price for gold. This would require both a realistic foreign 
exchange rate for the ruble and a large stock of gold. The possibility 
that Soviet gold reserves may have reached very substantial amounts 
by 1950 cannot be ruled out, since gold production and reserve 
figures have not been published since before 1940. The belief that 
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substantial Soviet gold reserves may exist is based upon information 
indicating very substantial output in the 1930’s. In addition, when 
Henry Wallace visited the Kolyma gold area in 1944, he found that 
gold production had been continued there. The magnitude of 
Soviet gold output before World War II is indicated approximately 
by the data of Table 51, which is based on estimates of the Director 
of the U. S. Mint. 


TaBLE 51. Estimated Gold Production in the USSR, 1918-40. 


Year Fine Ounces Year Fine Ounces 
1818. RENS 554,588 1999: nir gees 707,300 
1019... enis 173,610 1930; 5 reste hens 1,501,083 
1990. ovre eee 73,945 1981.5 wh tees 1,655,725 
1091... ccce eco 65,907 10895. ocr tates 1,038,000 
1892: uvis corren 191,614 1934.5 iier ier n 8,858,089 
1998: d esr sani 305,425 1085... cnt e rus 4,184,030 
1994... eene 546,550 1986........... sese 5,173,000 
1895... ee E 632,390 1932: 5 kv waco 5,358,982 
19962 22 isc rene 760,605 1988..... eene 5,235,909 
189 TS eese rebus ed 688,492 1839.25 xn ether 5,000,000 
1098. cuc sriserchm 885,800 1840... .. eene 4,000,000 


Source: From annual reports of the Director of the United States Mint for 1935 and 
subsequent years as cited in Chee Hsien-Wu, Two Decades of Soviet Foreign Trade, 


p. 237 

Available data on Soviet gold shipments abroad during the 1920's 
and 1930's indicate that a large fraction of the gold produced in the 
USSR, particularly in the 1930's, remained there, accumulating. With 
the addition of output retained since 1940, total gold reserves in the 
USSR may well be very substantial.” 

As late as December 1953, a new set of Soviet customs regulations 
published in Vneshnyaya Torgovlya, official organ of the Ministry 
of Foreign Trade, retained the previous prohibitions on the export or 
import of rubles. Soviet gold exports during the last months of 
1953, apparently exceeding $100,000,000 in value, aroused world- 
wide interest during the first year of the post-Stalin regime. 


The Soviet Budget 
The state budget of the USSR for each year consists of the pro- 
16 Henry A. Wallace, Soviet Asia Mission, p. 35. New York: Reynal and 
Hitchcock, 1946. 


11 Chee Hsien-Wu, Two Decades of Soviet Foreign Trade, p. 246. Cam- 
bridge, Mass.: Harvard University, 1947. Unpublished Ph.D. Thesis. 
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jected program of government expenditures and the planned volume 
of government revenues for that period. The Soviet budget provides 
funds for the country's armed forces, for social security needs, educa- 
tion, and the other usual functions of government. These expendi- 
tures are met in the main by taxes paid directly or indirectly by the 
population of the Soviet Union. The annual budget is prepared by 
the Ministry of Finance and presented for approval each year by 
the Finance Minister to the highest legislative body of the country, 
the Supreme Soviet. Once approved, the budget's execution is su- 
pervised by the Finance Ministry, which checks on expenditures by 
government organs and collects authorized taxes and other govern- 
ment revenues. 

In the matters enumerated above, the Soviet budget and budgetary 
practice resemble more or less the United States budget and 
budgetary practice. A number of important differences exist, how- 
ever, which deserve careful attention. These differences flow from 
the fundamental dissimilarities in political and economic organiza- 
tion between the Soviet Union and capitalist countries. 

First, the Soviet budget governs a much wider area of the life in 
the USSR than is governed in the United States by our budget. All 
the Soviet economy is planned by the regime, and — with the major 
exception of the collective farms — almost all production is carried on 
by governmental quasi-corporations that own and operate industrial 
plants, mines, railroads, and other enterprises. The Soviet budget 
is the major source of funds for new capital investment and for the 
increase or replenishment of working capital. Accumulation and 
distribution of funds for this purpose through the state largely sub- 
stitute in the USSR for private individual and corporate capital ac- 
cumulation and investment in other countries. Moreover the USSR 
has a complete system of socialized medicine, which is completely 
financed through the state budget. There are no privately owned 
schools, theatres, newspapers, book publishing houses, art museums, 
or the like in the USSR. Consequently all educational and cultural 
institutions in the country are financed through the state budget, 
except in so far as they meet part of their costs through tuition fees, 
ticket sales, and the like. The almost all-inclusive-functioning of the 
Soviet state is thus naturally reflected in. the extensive-area. covered 
by its budget. On the other hand, the incomes and revenues of 
production trusts, combines, and other government quasi-corpora- 
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tions that have been set up on the basis of economic accountability 
(khozraschet) are not part of the state budget, though the latter 
draws upon their profits, if any, and may provide capital investment 
funds or working capital. In 1937, it has been estimated, Soviet 
government revenue was 36 per cent of the USSR’s gross national 
product. The corresponding figure for the United States in that year 
was 17 per cent.!? 

Second, the Soviet budget is part of the country's over-all economic 
and financial plan for each year, not an isolated document. The 
budget's monetary allocations provide for the distribution and alloca- 
tion of the country's resources in accordance with the production 
program outlined by the economic plan. In the process of executing 
the budget, officials of the Ministry of Finance are required to su- 
pervise simultaneously the execution of the economic plan by the 
enterprises and institutions with which they work. This integration 
of economic plan and government budget is an obvious necessity. 
Without such integration much confusion and waste would result. 
But, consequently, this means that Soviet legislatures cannot have 
the same independence in reviewing budgets and changing them as 
American legislatures. Any major change in the budget would re- 
quire similar changes throughout the entire annual economic plan, 
a matter far outside the customary competence of the Soviet legis- 
lature. It is no surprise, therefore, that the budgetary review by the 
Supreme Soviet each year is little more than a formality, marked 
usually only by very minor proposals for changes with regard to 
either expenditures or revenues. Indicative of this absence of real 
legislative control over the budget is the fact tbat the Soviet budget 
is usually presented to and approved by the Supreme Soviet in Feb- 
ruary, or March, or even later, well after the government has begun 
functioning on the basis of the new budget for that calendar year. 
Only large global totals of incomes and expenses are presented pub- 
licly to the Supreme Soviet. 


tures and revenues approved by the Supreme Soviet in Moscow 
cover not only those of the all-union government, but also those of 
the individual constituent republics and the complex of all lower 


18 Abram Bergson, "Soviet National Income and Product in 1937," Quarterly 
Journal of Economics, May 1950, pp. 236-87. 
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Taste 52. Chief Soviet Budgetary Revenues and Expenditures in Selected Years. 


1938 1940 1942 1944 1946 1948 1950 1952 1953 1954" 
(BILLION RUBLES) 


Revenues 
Total Revenuet ............ 127.5 180.2 165.0 268.7 325.4 410.5 492.1 497.7 539.7 572.5 
Turnover Tax ......... sss 80.4 105.9 66.0 94.9 190.9 241.3 236.1 260.7* 240.4" 2343 
Profits Tux: ecrire 10.5 21.7 15.3 21.4 16.2 27.2 40.4 58.4 80.6* 92.6 
Direct Taxes on Population ... . 5.1 9.4 22.0tt 37.2 22.7 33.2 35.8 47.4* 46.1* 45.7 
State Loans and Gifts 7.6 11.5 17.5 87.5 24.7 23.9 31.0 36.3 16.7* 15.9 
Social Insurance Levies 7.2 8.5 t 9.0 1 16.2 1 t t t 
Expenditures 
Total Expenditurest...... e. 1940 1744 182.8 2639 3075 870.9 412.7 460.2 514.8 562.8 
Military$ ............ P 23.1 568 108.4 137.9 73.6 66.3 82.9 108.0 110.2* 100.8 
National Economy ...... se» 817 58.3 81.6 53.7 106.2 149.6 157.3 178.8 180.6 216.4 
Social-Cultural Measures ..... 85.3 40.9 27.8 51.3 80.0 105.6 116.8 122.8 128.8 141.4 
Administration and Justice . .. . 5.4 6.8 t 1.4 11.8 13.1 13.8 14.4* 14.3* t 
Surplus (+) or Deficit(—).... +85 +58 —-178 448 +179 +896 +94 +375 +4249 +9.7 
* Plan. 


t Totala include items not enumerated as well as those enumerated In table. 
$ Not available. å 
Includes onl: rett e dit f forces. 

| Estimated. y xpenditures for armed forc 
Sources: K. N. Plotnikov, Byudzhet S kc Gosudarstva; Entsiklopediya; Finansy SSSR za XXX Let; N. A. Voznesensky, The 
Economy of the USSR During World War ILM. 1. Bogolepov, Sovetskaya Finansovaya Sistema; Planovoye Khozwaistvo, No. 2 (1949); 
A. Zverev's budget messages for 1946-50; Bolshevik, No. 12 (1950); Bulletins on Soviet Economic Development, No. 3 (August 1950) 
and No. 7 (Series 2, December 1852); Izvestia, August 6, 1953; Pravda, April 22 and 28, 1954. 
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provincial, city, and rural governmental units. The budgetary system 
is hierarchical, so that the legislatures and authorities at each level 
of government have extensive powers over the budgets of all govern- 
ment units under their jurisdiction. The Supreme Soviet of the 
USSR approves the budgetary revenues and expenditures of the 
constituent republics and also the relationships between the budget 
of each republic and the total budgets of all local governmental units 
in that republic. Then in each republic — the Ukraine or the RSFSR 
for example — the same process is repeated downward, and so on 
through the entire hierarchical organization. The expenditures per- 
mitted each level of government depend upon the activities for which 
each is given primary responsibility. The all-union government, for 
example, has control of financing capital expansion of all major 
industry subordinate to it, while republican and local governments 
deal with less important industry and pay much more attention, 
relatively, to such matters as fire protection, medical care, and the 
like. The incomes that each independent budget below that of the 
all-union government may draw upon are also determined both in 
source and in amount by the integrated national budget. Local 
governments are consulted regarding their wishes, and they supply 
estimates of needs and incomes to the central authorities of the 
Ministry of Finance, who draw up the integrated national budget. 
But these local units have far less fiscal independence than states, 
cities, and counties in this country. 

Fourth, for more than two decades the Soviet budget has usually 
been balanced with an excess of revenues over expenditures, except 
in the early years of World War II, when large-scale currency issue . 
had to be used to cover deficits. This balance is in part only nominal, 
since Soviet budgetary practice lumps the revenue from government 
bonds sold to the population and to financial institutions along with 
tax income and other nonreturnable payments to the government 
(tuition fees in schools, license fees, and so on). In terms of United 
States practice, therefore, the Soviet budget has often been unbal- 
anced, that is, it has had an excess of outgo over nonreturnable 
income. The need to resort to government borrowing to meet cur- 
rent revenue needs is of course the hallmark of a deficit in American 
public finance. 

A democratic government's ability to balance its budget in a pe- 
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riod of increased and heavy expenditure, such as war, is often 
impaired by popular and legislative resistance to higher taxes. The 
Soviet government has no fear of opposition to its tax program in 
the rubber-stamp Supreme Soviet, but it does have to take account 
of popular reaction. In World War II, for example, tax revenues 
fell far short of meeting expenditures. Before 1944 substantial defi- 
cits had to be met by printing money. The Soviet government could 
have raised taxes adequately to meet its expenditure needs, though 
administrative confusion early in the war may have been some ob- 
stacle. But sharply higher indirect (sales) taxes would have raised 
the price level substantially, creating popular discontent and per- 
haps endangering attainment of the goal of assuring the minimum 
subsistence needs of essential workers. To have raised direct in- 
come taxes adequately to meet revenue needs would have reduced 
the incentive effect of higher incomes as means of securing increased 
output. The Soviet government compromised, therefore, raising its 
revenue in part by issuing money and in part by increasing direct 
and indirect taxes. It also greatly increased the sale of government 
bonds, sources of unearned income for their purchasers and means 
of saving for future consumption. The impact of its fiscal policies 
upon morale and incentives is a factor in the Soviet government's 
calculations in time of peace as well as of war. 

The inflationary pressures upon the Soviet economy during World 
War II are clearly indicated in the growth of government revenues 
and expenditures between 1938 and 1946. In 1946, when Soviet 
production was well below the prewar level, both income and outgo 
were about two and a half times as great as in 1938. 


The Turnover Tax 


The turnover tax is the most important single source of Soviet 
government revenue, often accounting for about 60 per cent of all 
income in time of peace and roughly 40 per cent even in the war 
year 1942. This tax is the basic weapon the Soviet regime employs 
to divert a large part of the national income from consumption to 
capital investment and other government objectives. It is essentially 
a differentiated sales tax imposed heavily but with differing rates 
upon all significant articles of consumption. Products of heavy in- 
dustry were initially subject to the turnover tax but at low tax rates. 
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However, the trend over the past two decades has been toward free- 
ing nonconsumer goods from the tax or making its impact upon 
them negligible. The tax is levied upon commodities at the time 
of fabrication and upon government purchases at low requisition 
prices of peasant obligatory deliveries. The tax must be included 
in the price of the commodity thereafter, so that it is passed on fully 
to the final consumer. Because it is levied initially upon the manu- 
facturing enterprise (or, in the case of farm commodities, upon the 
government requisitioning organization), Soviet budgetary statistics 
list it as revenue from socialized production, though ultimately it 
is paid in full by consumers and is clearly a sales tax. The impact 
of the turnover tax is shown by the comparison of the relative impor- 
tance of different industries in relation to production and in relation 
to turnover tax payments given in Table 53. 


Taste 58. Importance of Major People's Commissariats in Production and as 
Sources of Turnover Tax Revenues, 1939. 


Per Cent of Total Per Cent of Tum- 


Commissariat Gross Output over-Tax Revenue 

Petroleum Industry ...... eee 8.1 8.0 
Meat and Dairy Industry ......... sse 4.5 7.3 
Food Industry ....... eee 11.7 29.7 
Textile Industry .... enn 10.2 13.0 
Light Industry ...... een 7.9 2.6 
Agricultural Requisitions .......----+-- 2.5 34.4 
Other Commissariats, primarily in Heavy 

Industry" siderit noken eae radere 60.1 5.0 


Source: A. K. Suchkov, Dokhody Gosudarstvennoga Byudzheta SSSR, p. 16. 


It is apparent from the data above that food items and consumer 
goods were the source of almost 90 per cent of all turnover tax re- 
ceipts in 1939. The high proportion of this tax revenue paid by the 
People's Commissariat of Agricultural Requisitions is a measure of 
the success of the Soviet government in squeezing a substantial 
surplus out of agriculture. Farmers receive low prices for their ob- 
ligatory deliveries of some key foodstuffs and raw materials. The 
costs of these commodities as they go on to further processing and 
sale are much higher, since they contain the substantial turnover 
tax imposed. 

The turnover tax was established by the tax reform of September 
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2, 1980, which wiped out a whole host of special taxes on commod- 
ities and on different stages of production, substituting for them the 
turnover tax and the profits tax discussed below. Later changes 
during the 1980's were made to remedy weaknesses in the original 
enactment, aiming at such goals as defining precisely the production 
unit responsible for paying the tax and the value of goods to be 
used as a base for calculating the tax. As it now exists, the turnover 
tax is very complex, with many different rules of payment for a large 
variety of commodities. The tax may be imposed as a percentage 
of the selling price at retail, as a percentage of the wholesale price, 
as an absolute sum per unit of commodity, or on some other base. 
Rates of taxation on the same goods may vary from region to region 
and from selling place to selling place, that is, one rate may be es- 
tablished for cities, another for rural areas, and so on.2° Rates are 
changed from time to time as deemed necessary by the Ministry of 
Finance, but their impact upon many important goods is indicated 
by the following list effective in 1940:? 


Commodity Tax Rate 
Patilis- o ovp eisenai 48-62 per cent of retail price 
Beef 5.22: 67-71 per cent of retail price 


Fresh Fish 35-53 per cent of retail price 

- -60-66 per cent of retail price 

- -59-67 per cent of retail price 

- +78 per cent of retail price 

. .84 per cent of retail price 

- -20 per cent of retail price 

75-88 per cent of retail price 
(tax rate enacted in 1938) 


The impact of the changes of economic policy announced in 
1958 upon the budget for 1953 and 1954 is apparent from Table 52 
above. For both years the turnover tax was planned to be only 
little more than 40 per cent of all Soviet government revenues, 
where formerly it had normally been more than 50 per cent in 
years of peace. The planned government receipts from the turn- 
over tax in 1953 and 1954 were lower than the corresponding 
planned 1952 receipts. Two factors seem to explain this develop- 

19 Finansy SSSR za XXX Let, p. 44. Moscow: 1947. 

?0 A, K, Suchkov, Dokhody Gosudarsteennogo Byudzheta SSSR, pp. 22. tt. 


21 Cited in Naum Jasny, The Soviet Price System, pp. 164-65. Stanford: 
Stanford University Press, 1951. 
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ment. First, the price reductions on different goods announced in 
April 1953 and April 1954 were probably made possible mainly 
by lowering turnover tax rates on these commodities. Second, the 
substantial increases of prices paid to farmers for livestock products, 
potatoes, and vegetables — as announced in September 1953 — 
narrowed substantially the difference between government procure- 
ment prices and government sales prices. This undoubtedly lessened 
the amount of "turnover tax" the government pocketed through its 
system of agricultural requisitions. As Table 53 shows, the turnover 
tax on agricultural requisitions was the largest single source of 
revenues from this tax in 1939, a situation that was probably little 
different during 1946-52. 

The profits tax — or more precisely the deduction from profits for 
the government budget — was introduced by the tax reform of 1930, 
at the same time as the turnover tax. The tax rate applied differs 
from industry to industry and from year to year, so that the con- 
tributions of different industries to the state's income from this tax 
are not proportional to their profits. In setting profits tax rates, the 
government takes into account the needs of each industry for ex- 
panding its fixed and working capital. The state leaves relatively 
more of its profits to an industry or enterprise whose capital is to 
be expanded rapidly than to one whose capital is not to be so ex- 
panded. The disparate treatment given different branches of the 
economy in 1940 is shown below: ?? 


Branch of Economy Total Profit Profits Tax Rate of Tax 
(BILLION RUBLES) ( PER CENT) 
Petroleum MA A A E esee E! 14 35.0 
Machinery ........ eese 1.2 T 63.8 
Tron and Steel .................. 10 25 25.0 
Chemicals ........... eee .59 .28 48.1 
Light and Textile Industries ....... 2.7 2.4 90.0 
Food suse: carne eae SII istis 4.2 3.6 84.1 
Transport and Communications. . . - 6.4 3.3 51.9 


The imposition of the profits tax upon a given enterprise is deter- 
mined by the size of its profits, if any, and by whether or not the 
enterprise is scheduled to have capital investment expenditures 
or to increase its working capital. An enterprise for which it is not 


22 Suchkov, op. cit., p. 86. 
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planned to increase the fixed or working capital surrenders to the 
state its entire planned profit, save for the amount going to the 
director's fund and other authorized deductions. In other cases 
the government takes the excess of profit over the enterprise's needs 
for its own capital expansion and for the director's and other funds. 
But in no case may the government receive less than 10 per cent 
of the profit. Before the last war even enterprises operating at a 
loss were required to pay the government a profits tax equal to 
10 per cent of the profit planned for them, but this requirement 
was apparently suspended during World War IL?* In this way the 


government is able to drain off profits from different enterprises and 
industries, for reinvestment in other industries and enterprises tha that 
may be making no-profits-or. inadequate profits, or for other gov- 


ernment expenditures. 


Income Taxes 


Income taxes are levied separately upon Soviet citizens, depend- 
ing upon whether they work for wages, are independent artisans, 
writers, or the like; or are collective or individual farmers. As we 
shall see below, these income taxes have rate schedules and define 
taxable income in such a way as to aid accomplishment of govern- 
ment policy outside the fiscal field, as well as to provide budgetary 
revenue. 

The income tax rates for different groups of the Soviet popula- 
tion — as these rates existed in mid-1952 — are summarized below: ?* 

Workers and employees hired by the state, including executives: 
A person having one job only has the first 260 rubles a month of his 
pay exempt from taxation; one having several jobs pays the grad- 
uated tax separately on the income from each job, rather than adding 
all his incomes together and getting into higher tax brackets, but 
the 260 ruble exemption applies only to income from his basic job, 
presumably the one giving him the highest income. The rate is 

23 Ibid., pp. 86-89. 

71 A. M. Aleksandrov, Finansy SSSR, pp. 330-32. Leningrad: Gosfinizdat, 
1952. It may be noted that additional income tax is required from unmarried 
adults and married persons having fewer than three children. Those having 
no children must pay a penalty tax of 6 per cent of their income; those having 


only one child pay 1 per cent; those having only two children pay % per cent 
additional. 
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graduated from 1.5 per cent of all income up to 150 rubles monthly 
(this obviously applies only to those having at least one outside 
job beside their basic work) to 13 per cent of all income exceeding 
1,000 rubles per month. Persons having over three dependents re- 
ceive a 30 per cent deduction from the tax normally applying to 
income from their basic job. 

Workers and employees hired by industrial cooperatives pay a 
tax on their income from the cooperatives (wages plus their share 
of any profit) at rates 10 per cent higher than those paid by state- 
employed persons. 

Writers and artistic workers pay the same taxes as state-employed 
persons on their basic salaries if they work for the state. On any 
honoraria they receive above ordinary wages they pay rates vary- 
ing from 1.5 per cent on income up to 1,800 rubles annually to 18 
per cent on income in excess of 12,000 rubles annually, There is no 
portion of their income from honoraria which is exempt. 

Individual artisans working for themselves pay rates varying 
from four per cent on income up to 1,800 rubles annually to 81 
per cent on that portion of their income, if any, exceeding 70,000 
rubles annually. These rates also apply to the incomes received 
by persons in private professional practice, such as doctors who 
treat patients at home in addition to working in government clinics. 
For this group the first 600 rubles of such private income annually 
is exempt from taxation. 

The relatively low rates of income tax paid by most Soviet citi- 
zens, as described above, should not lead to the mistaken conclusion 
that Soviet citizens pay relatively little of their incomes as taxes to 
the government. Actually if account is taken of both direct and in- 
direct taxes, particularly the turnover tax, it turns out that Soviet 
citizens normally pay about 60 per cent of their income in taxes, a 
rate more than twice as great as that paid by United States citizens 
in such nonwar years as 1940 and 1949. The discrepancy between 
the two countries reflects, of course, the much more important 
role of state activities in the Soviet Union than in the United States.?* 

The system of taxation for collective farms as organizational 
entities is complex, involving taxation on the farms' incomes both 
of produce and money. The state does not tax the following 


?5 F., D. Holzman, “The Burden of Soviet Taxation," American Economic 
Review, September 1953, passim. 
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items: sums received for compulsory produce deliveries to the state, 
for which the low prices paid are in a real sense already a reflection 
of a heavy tax; the portions of a farm's produce delivered to the 
MTS in payment for its services; some types of farm expenditures, 
such as feed used for livestock. The items taxed and the rates are 
as follows: ?? 


1. The portions of a farm's produce used for nonexempt produc- 
tion purposes, such as seed grain — 6 per cent of this produce's 
monetary value in terms of the low government requisition prices. 

2. The farm's income from sales of produce to the government 
at the higher prices paid for produce sold under contract or sold 
in excess of the amounts of compulsory deliveries — 9 per cent. 

8. The part of the farm's produce distributed among the collec- 
tive farmers as return for their labor-day contributions is valued at 
prices double those the government pays for deliveries in excess 
of compulsory delivery norms, and is taxed at a 12 per cent rate. 

4. Other collective farm money income, particularly income from 
sales in the free collective market where the highest prices are re- 
ceived, is taxed at a 15 per cent rate. 

All farm products received by Machine Tractor Stations from 
collective farms in payment for their services are handed over to 
the Ministry of Requisitions and credited at the low requisition 
prices. Hence much of the state's net income from these deliveries 
also appears as part of the turnover tax credited to this ministry. 

A major change in the system of income taxes levied on collec- 
tive farmers and on the relatively small number of remaining in- 
dividual peasant (uncollectivized) farmers was instituted in mid- 
1953. Until that time the primary purposes of these income taxes 
had been to discourage collective farmers from spending too much 
time on their private plots at the expense of work on the collective 
fields, and to punish monetarily those peasants who obdurately re- 
mained outside of the collectives. The system of taxation was a 
complex one, in which the government imputed arbitrarily the 
taxable income supposedly accruing to such farmers per unit of 
land in their private plots, the imputed income being valued at 
relatively high prices in terms of those prevailing during 1950 to 
1958, though perhaps more reasonable in the earlier war and post- 


26 Aleksandrov, op. cit., pp. 315-17. 
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war years. Individual peasants had been further hit by being re- 
quired to pay taxes at rates twice those paid by collective farmers. 

In August 1953, however, one of the first conciliatory moves of 
the post-Stalin regime toward the farmers was to scrap this long- 
existing income tax system and to substitute a simpler, less heavy, 
and less discriminatory system. The new tax system levies the same 
rates on collective farmers' private plots and on individual peasants' 
farms. Instead of being arbitrarily imputed on the basis of what 
crops or livestock are grown, the new rates are based on a given 
number of rubles per one-hundredth of a hectare, the rates being 
different in different localities. Thus in the RSFSR the tax rates 
vary from 3 to 14 rubles per one-hundredth of a hectare, with the 
average rate 8.5 rubles. The highest rates are applied in the 
Georgian Republic, where they may reach 25 rubles per hundredth 
hectare — presumably in the subtropical regions producing citrus 
fruit — and on irrigated land in Central Asia, where the rate goes 
up to 20 or 22 rubles per hundredth hectare. 

The Soviet Finance Minister has stated that this not only simpli- 
fies the taxation system, but reduces its burden. In its first full 
year of application, 1954, tax revenue from this source is expected 
to be only about 40 per cent of the revenue from this source in 
1952. To help collective farmers who do not have their own cow 
each to get one, tax rates for such farmers were cut 50 per cent in 
1953 and 30 per cent in 1954. Among those otherwise subject to the 
tax, men over 60 and women over 55 are relieved of this levy if 
there are no persons capable of work in their family. Relieved of 
the tax too are doctors, teachers, agronomists, and similar profes- 
sional people in rural areas, as well as rural families which have 
one or more members employed in such specially important in- 
dustries as coal and other mining, forestry, and the like. But the 
tax is intended also to help increase pressure for strict labor disci- 
pline on collective farms. Any collective farm family having a 
member who does not work at least the minimum required number 
of days on the collective fields has its income tax automatically 
increased by 50 per cent? 


Government Bonds 
Since the early 1920's the Soviet government has annually ob- 
27 Pravda, August 6, 1953. 
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tained a significant amount of income by selling bonds to its people 
and to banks and other institutions. 

Although an individual's decision to purchase state bonds is 
nominally voluntary, there is strong pressure exerted on workers 
to make them subscribe three to four weeks' earnings annually for 
this purpose. Bonds issued to the general public in the postwar 
period have been mainly lottery bonds. Thus, bonds issued in 1950 
gave their holders the right to participate in annual lotteries, which 
pay out prizes totaling up to 25,000 rubles, the total amount of prizes 
each year being equal to 4 per cent of the value of the bond issue. 
Over the 20 years of the issue's term, 35 per cent of all bonds will 
win prizes and be redeemed by the state. The remaining 65 per 
cent of the bonds will be redeemed at face value, their owners 
getting no interest at all. Before all Soviet bonds sold to the general 
public were made lottery bonds, they were issued in conventional 
form, each bond-owner receiving the required interest. In the 
early 1920's short-term bonds received 5 per cent interest. Later 
loans issued to help finance the industrialization program paid a 
rate of 11 to 18 per cent. The great volume of governmental bonds 
issued during World War II carried a nominal 4 per cent interest 
rate, but the Monetary Reform of 1947 ordered these exchanged for 
bonds paying only 2 per cent, the old bonds being exchanged for 
new ones at the rate of 3 rubles' worth of old bonds for 1 of the 
new conversion issue. 

In 1958, after Stalin's death, the Soviet government virtually ad- 
mitted that its former claims that bond purchases were voluntary 
were false. The 1958 government bond issue, carrying a reduced 
8 per cent interest charge as the basis for lottery prizes, was an- 
nounced together with the statement that workers would not be 
allowed to subscribe more than two weeks wages. "hereafter 
Soviet propagandists counted among the monetary savings the new 
regime had brought the Soviet people the reduction in bond sales 
in 1953 as compared with 1952! 

Bonds are also sold to banks and other Soviet institutions, thus 
permitting the government to include in its budget the free funds 
of financial and other enterprises active in the economy. In 1939, 
over a quarter of all revenue from state bond sales came from enter- 
prises and banks.?? 


28 Suchkov, op. cit., p. 178. 
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Besides the major sources of income discussed above, the Soviet 
budget has a number of other sources of revenue, including local 
taxes on buildings (dwellings and plants), nonagricultural land, 
livestock owned by urbanites, and the like. Since 1938 the pay- 
ments made by Soviet enterprises to social insurance funds have 
been included in budgetary revenues. Money deposited in savings 
banks is counted as a state revenue on a par with income from 
bond sales. Customs duties accounted for 3 billion rubles of the 
government's income in 1940, or 1.7 per cent of all revenues.” A 
fuller exposition of these tariff duties will be given in a later chapter. 

From the review of the Soviet tax structure given above, it seems 
clearly apparent that taxes are levied not only to provide needed 
revenue, but also to help accomplish political and social goals of 
far wider scope than mere fiscal ohjectives. Thus it may seem strange 
at first that most Soviet citizens in urban areas pay graduated in- 
come taxes the progression of which stops at 13 per cent. This is in 
sharp contrast with income tax rates in the United States and Great 
Britain, where progressive rates at times exceed 80 per cent on the 
largest incomes. It would seem to be paradoxical that the Soviet 
government treats very large incomes more kindly than do the gov- 
ernments of capitalist states. The reason however is simple. The 
Soviet government long ago realized that high income-tax rates re- 
duce the incentives for individuals to earn high incomes. Since, in 
the main, high incomes in the Soviet Union are the result of im- 
portant service to the state — by industrial executives, scientists, suc- 
cessful authors, and the like — the Soviet government seeks to make 
sure that these individuals have undiminished incentive to make 
the exertions necessary to earn these incomes. 


Income Division Among State Budgets 

The balance of incomes and expenditures in the Soviet budget is 
primarily a balance for the comprehensive total budget. The latter 
includes the budgets of the all-union government, the different re- 
publics, and provincial, city, and other local governmental units. 
Different taxes and other revenues are usually designated as going 
primarily to particular levels of government — the great bulk of reve- 
nues going to the all-union budget. To obtain balance in the sub- 


20 Ibid., p. 129. 
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ordinate budgets — where expenditures usually substantially exceed 
the revenues going to them directly — the all-union government 
allocates part of its revenue to them. If necessary, direct subsidies 
may be given subordinate governmental units by higher units, but 
effort is usually made to assure balance by preallocation of certain 
percentages of different types of income. 


In general the all-union budget receives the revenues from profits 
of major industry, trade, means of transport, communications, banks, 
insurance organizations, and other such sources. It also receives the 
incomes of Machine Tractor Stations, customs dues, almost all fines 
levied for breaking the law, consular fees, proceeds of state bond 
issues, and the income of social insurance organizations. Republican 
budgets receive the profits from industrial and trade enterprises 
under republican control. Local budgets receive directly the profits 
tax on industrial and trade enterprises under local control, rents of 
houses controlled by local authorities, incomes of municipal public 
service enterprises (water supply, trolleys, sewage systems, and the 
like), and the specifically designated local taxes mentioned above. 

All basic national taxes are considered parts of the all-union 
budget, but some minor ones, such as taxes on cooperative enter- 
prises, go directly to republican or local budgets. Fixed percentages 
of the major all-union tax revenues, however, are allocated to repub- 
lican and local budgets to help make up the deficit between their 
planned expenditures and the incomes directly assigned them. This 
practice has the additional virtue in the Soviet view of enlisting the 
self-interest and cooperation of local authorities in collecting these 
taxes. Thus rural governmental units receive part of the turnover tax 
collected as the result of the government requisitions and purchases 
of farm products in their areas. In the case of the tax on horses 
owned by individual peasants, 25 per cent is allocated to the budget 
of the republic in which it is collected and 75 per cent to the budget 
of the province or territory in which it is obtained. A law of Decem- 
ber 21, 1931, provided that republican and local budgets receive part 
of the turnover tax collected as the result of processing of cotton, 
tobacco, oil, and other products grown or obtained in their areas. 
Part of the government revenue from the mining of precious metals 
and the production of alcoholic beverages is similarly transferred 
to local budgets. 
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The most important device for insuring the balancing of sub- 
ordinate governmental budgets is the practice of assigning propor- 
tions of major national taxes or revenue items to different provincial, 
city, and other local budgets. The percentages of the revenues from 
different taxes collected in a given area and allocated to that area's 
budget vary sharply from region to region, depending upon the 
budgetary problem encountered in each case. The diversity of prac- 
tice followed is indicated by the following schedule, which lists 1950 
percentage allocations of different items of major revenue to the 
budgets of several regions:?? 


Novosi-  Tuvinian 
Altay Khabarovsk City of birsk | Autonomous 

Tax Territory Territory Moscow Province Province 
Farm Income Tax .... 25 100 100 30 100 
Urban Income Tax ... 70 80 10 100 100 
Tax on Bachelors, 

Childless Couples, 

and Small Families.. 80 10 10 80 -— 
Machine Tractor 

Station Incomes .... 25 100 = 35 100 
Forestry Income ..... 80 50 50 100 100 
State Bond 

Subscriptions ...... 60 40 10 90 100 
Turnover Tax ....... 12 25 24 17.5 36.9 


The division of Soviet government budgetary revenues among dif- 
ferent levels of government for the year 1941 is shown in Table 54. 

About 60 per cent of the all-union budgetary revenues came from 
the turnover tax, with the profits tax providing somewhat over 10 
per cent of the total. In the republican budgets, the profits tax pro- 
vided almost half the revenue and the turnover tax about 20 per 
cent. About a quarter of all local budgetary revenues came from 
the turnover tax and about 20 per cent from the profits tax, with the 
most significant other revenues coming from the direct taxes on the 
population and on various enterprises and organizations. 


Budgetary Expenditures 
In peacetime, the largest single group of Soviet budget expendi- 


30 Pravda, July 9, 1950. Rovinsky, Gosudarstvenny Byudzhet SSSR, pp. 
41-48. 
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TanrE 54. Revenues of Soviet Governmental Units’ Budgets in 194]. 


All-Union Republican Local 


Budget Budgets Budgets Total 
(BILLION RUBLES) 

Turnover Tax ........ eese 113.3 29 8.6 124.8 
Profit Tax ..... vewieegkvAee 199 6.3 6.2 31.7 
State Loans .......... — 9.5 0.9 2.9 13.8 
Taxes on Population ........ 1.4 — 5.1 12.5 
Local Taxes and Revenues . . - es = 2.5 2.5 
Customs Duties ........... 8.0 — = 3.0 
Taxes on Enterprises and 

Organizations ........... 1.8 = 3.9 5.2 
Social Insurance Payments .. TE 2.3 — 10.0 
MTS Income ......... sess 1.9 0.3 0.4 2.6 
Forest Income .....-...6+- — — 0.7 0.7 
Rental Income on Property of 

Local Governments ...... — mE 0.8 0.8 
Other Incomes ............ 7.2 0.5 2.0 9.7 
Funds Available on Jan. 1, 

TOA E ETE n dnd 4.8 0.2 0.5 55 

Total cain istine sre cours 175.3 13.4 33.6 222.3 


Source: Rovinsky. Gosudarstvenny Byudzhet SSSR, p. 48. 


tures are those aimed at financing the national economy. These 
appropriations cover a large fraction of the cost of new capital in- 
vestment in productive facilities (plants, railroads, machinery) and 
also provide additional working capital for the economy. New enter- 
prises receive fixed capital from the state when they begin opera- 
tion, so that they may work in accordance with the principles of 
khozraschet (economic accountability); existing plants may receive 
additional working capital from the state if they are expanding their 
activities; enterprises that are running at a deficit may receive 
budgetary grants as subsidies to make up their losses, particularly 
if their losses were provided for in their financial plans. The dis- 
tribution of government expenditures for the national economy 
among different branches is indicated in Table 55. 

Budgetary appropxiatioos.are by. far the most important. source 
capital investment of the USSR amounted to 86.2 billion rubles, of 
which 57.2 billion rubles came from budgetary appropriations. The 
rest came from the profits, amortization reserves, and other resources 
of economic enterprises and institutions. The growth of working 


502 THE SOVIET FINANCIAL SYSTEM 


TABLE 55. Budgetary Expenditures for Financing the National Economy in 
Selected Years. 


1938 1940 1942 1944 1946 1948  1950* 1953* 
(BILLION NUBLEs ) 


Total ........e. 517 583 816 537 1062 1475 1644 192.5 
Industry. ........ 936 986 1 27.3 688 941 853 82.6 
Agriculturet .... 114 122 51 7.0 123 205 866 39.9 


Transport and 
Communications 7.4 68 f 771 #100 148 150 t 
Trade and 


Requisitions ... t £0 Hu 1.2 3.9 4.1 9.3 t 
Municipalities and 

Housing ...... 29 25 t 1.8 t 4.4 t t 

* Plan. 


* Not avallable. 
1 Includes forestry in 1948 and afterward. 


Sources: Same as Table 52. 


capital over recent years has been substantially the result of bud- 
getary appropriations too. In 1940, such appropriations provided 
49.3 per cent of the increase in enterprises’ working capital; in 1947, 
68.6 per cent of the increase; in 1948, 62.3 per cent; while in 1949 
it was planned to provide 42.9 per cent of the growth from this 
source. 

As we have seen earlier, capital investment during any period is 
provided for in the capital investment plan, which lists specific 
projects. The budgetary appropriations for capital investment paral- 
lel and are coordinated with this part of the over-all economic plan. 
All major investment projects — defined as those exceeding certain 
minimum amounts in terms of estimated cost, the minimum in each 
case depending upon the branch of the economy — must be approved 
by the Council of Ministers. Thus the Soviet government keeps 
tight rein upon economic expansion, through both the capital in- 
vestment plan and the budget.?! 

It may be added that for many years a significant percentage of 
the appropriations for financing the national economy has been 
devoted to military purposes. The production of armaments of all 
types is carried on by economic ministries, such as the Ministry of 
Aviation Industry. The building of armaments plants and their pro- 


31 Planovoye Khozyaistvo, No. 2 (1949), pp. 42, 45; Rovinsky, op. cit., pp. 
71-72. 
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vision with working capital have presumably been financed by this 
portion of Soviet government expenditures and are not counted in 
the direct military budget of the USSR. The rapid development of 
nonmilitary heavy industry, accomplished mainly through budgetary 
appropriations, has also obviously been a major factor in increasing 
Soviet military strength, though less directly. 

The second largest component of Soviet government expenditures 
during the postwar period has been the financing of the so-called 
social and cultural measures. The categories included in this com- 
ponent, and the changing size of their appropriations since before 
World War II, are shown in Table 56. 


'TasLE 56. Budgetary Appropriations for Social and Cultural Measures of the 
Soviet Government in Selected Years. 


1938 1940 1946 1948 1950* 1953" 


(BILLION nUBLES) 


Totals 2 era euros 35.3 40.9 80.4 105.6 120.7 129.8 
Education ......... 18.7 22.5 38.1 55.1 59.5 62.1 
Health? .......... 1.6 9.0 13.8 19.9 21.9 24.8 
Social Insurance ... 6.0 5.4 7.8 8.7 1 
Aid to Widows and | | 

Mothers of Many 49.91. 
Chidren rsss: t 12 836 2.5 4.0 | | 
Social Security .... 1 2.9 17.6 18.4 29.4 
* Plan. 
1 Includes physical culture work. 
Data unavat 


Frasi Same as Table 52. 


The magnitude and composition of the items coming under the 
category of social and cultural measures reflect the tremendous 
social service functions of the Soviet state. Care must be taken in 
interpreting this portion of the budget, however, since not all cate- 
gories are adequately described. The item labeled education is a 
case in point. This includes not only expenditures for schools of all 
types but also the cost of political propaganda, military academies, 
scientific research institutes, museums, expositions, all newspaper 
and book publishing, theatres, orchestras, and so on.3? The health 
appropriation pays not only for medical personnel, hospitals, and 
the like, but also for the maintenance of some kindergartens, chil- 


3? Ravinsky, op. cit., p. 208. 
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dren's homes, and the like.3 Social insurance expenditures provide 
for payments to persons unable to work because of illness, accident, 
or related cause; for funeral expenses; for pensions to permanently 
incapacitated or retired elderly workers; for maintenance of sana- 
toria, rest homes, parks, and so on. Social security expenditures are 
primarily those made to or for persons invalided during war or in 
military service. This explains the sharp rise in the appropriations 
for this purpose between 1940 and 1946. Other individuals, includ- 
ing victims of accidents or persons making outstanding contributions 
to the Soviet state in some capacity, for example, also may receive 
aid from social security funds. Invalids, if totally disabled, receive 
pensions; or they may be put into special homes for invalids. If 
possible, however, they are retrained so as to permit them to work 
and to earn a living despite their war injuries or other handicaps.? 
The organizations engaged in the activities financed by the social- 
cultural appropriations of the budget are entirely controlled by the 
over-all economic plan and the financial plan, including the budget 
itself. The economic plan allocates to them personnel and other re- 
quired resources, while the budget allocates the funds to pay for 
these resources. The institutions — hospitals, schools, rest homes, 
and the like — submit estimates of their requirements to higher au- 
thorities. The latter in turn make such changes as they deem de- 
sirable and finally approve the budgets and programs for each future 
period. All incomes received by such institutions — tuition fees in 
schools, for example — are turned over directly to the government; 
the institutions do not have the right to use their incomes for their 
own needs. This method of operation is aimed at assuring complete 
government control of their activities. Institutional budgets are 
set up on the basis of norms. Thus a hospital will be entitled to a 
quota of doctors and a particular allowance for wages and other 
expenses depending upon the number of beds it has, the average 
number of days a bed is occupied, and the location of the hospital.35 
Little has been published on the detailed composition of the mili- 
tary section of the Soviet budget. The available evidence indicates 
that it covers only the direct costs of the land, sea, and air forces 
of the Soviet Union. The military organizations presumably pur- 
33 Ibid., p. 223. 


34 Ibid., pp. 230-40. 
35 Ibid., Chapter 14 and pp. 223-25. 
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chase their requirements of food, arms, and the like from other gov- 
ernment organizations. Presumably, also, there is no turnover tax 
Jevied upon munitions and arms purchased by the armed forces. 
The buying power of the ruble used for such purchases reflects pri- 
marily the actual cost of production and hence is relatively greater 
in real terms than rubles used by ordinary customers to buy food, 
clothing, and the like. The relative value of military appropriations 
in real terms is therefore also higher than the proportion these ap- 
propriations are of total budgetary expenditures. Members of the 
armed forces are also paid wages in addition to receiving food, 
clothing, and equipment, as are military personnel of other nations. 

The distribution of government expenditures among the different 
levels of government reflects the different functions assigned them. 
The all-union budget provides for the financing of most of the na- 
tional economy and military expenditures. The republican budgets 
finance only those parts of the economy subordinate to them and 
are occupied much more with executing the social and cultural 
aspects of the budget. Local governments are primarily concerned 
with social and cultural measures. Thus in 1941 the all-union budget 
provided over 96 per cent of all budgetary funds for industry and 
transport, but only about one third for education and under 10 per 
cent for health services. Local budgets on the other hand provided 
over 96 per cent of all expenditures on municipal construction and 
housing, almost 55 per cent of all education expenditures, and almost 
80 per cent of all health service spending.*? 


The Banking System 


Financial transactions among enterprises, institutions, and other 
organizations in the USSR are conducted through the aid of a com- 
plex banking system. The central institution of the Soviet banking 
system is the State Bank (Gosbank), an organization with about 
5,500 offices all over the USSR and millions of clients. In addition 
there are four specialized banks occupied primarily with the prob- 
lems of long-term investment. These are the Industrial Bank (Prom- 
bank), the Agricultural Bank (Selkhozbank), the Trade Bank (Torg- 
bank), and the Municipal Bank (Tsekombank). There is also a na- 
tional network of savings banks, in which individuals may keep their 


30 [bid., pp. 34-35. 
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own savings." In addition there is the Bank for Foreign Trade 
(Vneshtorgbank), which plays a role in the Soviet government's 
foreign trade and credit transactions. 

The State Bank is the basic source of short-term credit for. all 
enterprises and institutions in the USSR, extending this credit jn 
accordance with the credit plan for each part of the economy as 
approved by the Council of Ministers. All transactions between 
government enterprises and institutions requiring the transfer of 
money go through the State Bank's books by means of credits for 
sellers and debits for purchasers. The State Bank acts as the govern- 
ment's fiscal agent, receiving all taxes and other payments to the 
state and paying out budgetary appropriations to enterprises and 
institutions within the limits provided by the budget. The State 
Bank issues money and withdraws it from circulation, thus regulating 
the volume of currency available to individuals and organizations 
at any time in accordance with the Cash Plans approved by the 
Council of Ministers. All supplies of precious metals and foreign 
currencies owned by the Soviet government are entrusted to the 
care of the State Bank, which also handles settlements with foreign- 
ers through its accounts with correspondent banks abroad. 

The Credit Reform of 1980 and subsequent legislation concen- 
trated virtually all short-term credit operations in the State Bank 
by prohibiting the granting of credit by one enterprise to another, 
and by eliminating other banks — with minor exceptions — from the 
short-term credit field. The volume of credit rose rapidly during 
the 1930's, loans granted rising from 140,000,000,000 rubles in 1934 
to 475,000,000,000 rubles in 1938. The volume of indebtedness of 
economic organizations to the State Bank grew from 3,800,000,000 
rubles on January 1, 1930, to over 40,000,000,000 rubles on January 
1, 1941.55 Initially, short-term credit was conceived of as primarily 
important for the financing of seasonal peaks of operation in in- 
dustry, trade, and other branches of the economy. It aimed at pro- 
viding the funds needed to accumulate seasonal reserves of raw 
materials and other goods, to pay production expenses at times of 
maximum operation, and to bridge the time gap between shipment 
of goods and receipts of payment. In the late 1930's, however, the 

37 Boguslavsky, Greben, and Proselkov, op. cit, p. 16; and Pravda, May 


18, 1949. 
38 Entsiklopediya, col. 1058. 
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relatively nonseasonal heavy industries, such as machine construc- 
tion, were brought into the orbit of the State Bank's operations by 
requiring them to finance a substantial portion of their current op- 
erations through credit from this source. State Bank credit is of 
major importance to trading organizations. As of early 1949, 70 
per cent of all trading organizations purchases were financed 
through the State Bank?" In general the Soviet government at- 
tempts to set the working capital granted economic enterprises free 
of charge at the minimum level possible, and to require these enter- 
prises to meet their working capital needs in excess of this minimum 
by resort to the State Bank's credit facilities. This policy is mo- 
tivated by the desire to make the area of the State Bank's control 
activities as wide as possible.!? 

Loans granted by the State Bank to enterprises are usually for 
specific purposes and for fixed periods; must be repaid; carry inter- 
est charges; and are within the maximum limit set by the enter- 
prises credit plan. Loans may be granted outside the enterprise's: 
credit plan in case of unexpected emergency or other unanticipated 
situation, where such credit will aid accomplishment of the state's 
goals or their overfulfillment. Since the enterprise receiving the 
loan is paid by means of transfers to its State Bank account, the 
bank is able to receive payment at the time the purpose for which 
the loan was granted is accomplished and the resulting goods are 
sold. In this process the State Bank is required to keep a sharp eye 
on the actual operations of the plant, making sure that it is observ- 
ing its physical production and financial plans and is using any 
credits granted it for the specific purpose intended. This "control by 
the ruble" makes the State Bank an overseer of the entire Soviet 
economy in all its ramifications and operations. Bank officials are 
praised if they fulfill their control functions properly and show 
initiative in aiding enterprises to improve their work and speed 
up their utilization of working capital and credit! Enterprises 
that fail to fulfill their obligations to the State Bank punctually 
and properly may have sanctions applied to them, that is, they 
may be denied further credit; the commodities put up as security 
for loans may be sold by the bank; and so on. Enterprises estab- 

39 Pravda, May 18, 1949. 


40 Planovoye Khozyaistvo, No. 3 (1946), p. 52. 
41 Pravda, May 18, 1949. 


508 THE SOVIET FINANCIAL SYSTEM 


lishing a good credit record may be rewarded by being granted 
additional credits at favorable terms to help them overfulfill their 
production or other plan.** 

The total volume of credit the State Bank issues is determined 
by the Credit Plan approved by the Council of Ministers quarterly 
and covering the entire economy. The resources upon which the 
Bank draws in issuing credits are the following: the Bank has its 
own reserves, including its original charter capital, its accumulated 
reserves from profits, and other special funds; all the funds de- 
posited in the Bank by the enterprises and institutions required to 
have accounts in it are also available as a base for credit operations; 
finally, as the currency-issuing authority of the country, the State 
Bank can increase its resources by printing additional money. Of 
these main sources, the chief is usually the total of deposits en- 
trusted to it. The Bank's freedom to print money to increase its 
resources is checked by the fact that it is governed by the govern- 
ment's Cash Plan, which is worked out in concordance with the 
over-all Credit Plan. The State Bank can therefore never inde- 
pendently cause inflation by excess credits or currency issuance; it is 
purely a tool of higher authorities, limited to executing their in- 
structions.? 

From the point of view of Soviet enterprises, the activity of the 
State Bank as a financial transfer agent is most important, since 
all payments from buyers to sellers are effectuated by the Bank's 
bookkeepers upon receipt of orders from the appropriate authority, 
usually the seller's acceptance of his purchase. Because one bank 
does the whole job, there is no need for interbank clearing houses 
such as exist in the United States and other countries. The magni- 
tude of the State Bank's operations, however, has led it to organize 
Mutual Clearing Bureaus in key areas of the country. These Mutual 
Clearing Bureaus arrange for settlement of accounts between con- 
cerns having frequent transactions with each other so that the 
volume of work involved can be reduced considerably. Each enter- 
prise belonging to the Mutual Clearing Bureau has a clearing ac- 
count in which are entered all its debits and credits. At the end of 
each period an enterprise receives the net credit or net debit to which 


32 Finansy SSSR za XXX Let, p. 128. 
33 V, M. Batyrev and V. K. Sitnin, Finansovaya i Kreditnaya Sistema SSSR, 
pp. 64-65. Moscow: 1945. 
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Tante 57. Distribution of Short-Term Credits in the USSR, 1933, 1938, and 
1941. 


Jan. 1, 1933 Jan. 1, 1938 Jan. 1, 1941 
(BILLION RUBLES) 


Heavy Industry ............ 9 41 10.0 
Light and Textile Industries . . «d 6.8 9.1 
Food Industry ........... Ds 1.7 8.5 10.7 
Requisitions Commissariat . . . 1.6 2.8 83 
Lumber Industry ........... 5 13 2.5 
Transport ......+... m E! 1.4 15 
Agriculture ........-..0005 1.4 17 2.2 
Trade oves ya rises 23 10.7 11.1 
Foreign Trade ............. 3 4 9 
Local Industry and Industrial 

Cooperatives ............ 5 8 1.4 
Other 2 18 2.3 

Total 10.5 40.7 55.0 


Source: Finansy SSSR za XXX Let, p. 127. 


it is entitled, the great bulk of the money value of its transactions 
having been canceled by the comparison of credits and debits. 
Although this system resembles somewhat the check-clearing or- 
ganizations of the American banking world, it should be noted 
that checks — that is, negotiable paper instruments — are compara- 
tively little used in the USSR. Accounts between enterprises are 
instead usually paid for by so-called giro-orders, which direct pay- 
ment to only one recipient and cannot be transferred by endorse- 
ment, as checks can. Aside from the reduction of labor, this 
system also reduces the amount of currency required in the economy 
while permitting strict control over all payments to, and payments 
by, economic organizations. The use of currency in the Soviet 
economy is thus confined largely to the payment of wages (includ- 
ing collective farmers’ money receipts as shares of the farm's money 
income) and the consequent use of these money wages by the 
population for purchases of goods and services. 


Savings Banks 


The Soviet government encourages its people to save money for 
future needs. For this purpose there exists a wide network of State 


131 G. A. Shvarts, Beznalichnyye Vzaimnyye Raschety v SSSR, passim. Mos- 
cow: 1946. 
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Labor Savings Banks throughout the country. These had over 
41,000 branches at the beginning of 1951. The motivation for per- 
sonal saving is probably less strong, however, in the Soviet Union 
than in capitalist countries. A Soviet citizen has little fear of un- 
employment and has at least a minimal security arising from the 
widespread system of government pensions and aids for those who 
become disabled or too old to work. At the time of the German 
invasion of the USSR, total deposits in these banks totaled about 
6,800,000,000 rubles. The volume of deposits grew rapidly during 
and immediately after the war, in part because of increased incomes 
during this period of great shortages of things to buy. Also, during 
the war, the Soviet government prohibited vacations and ordered, 
instead, that monetary compensation be deposited in blocked 
accounts in the savings banks. Over 30,000,000 such accounts were 
opened, but the money in them was not released until after the 
conflict. At the beginning of 1946 total deposits in savings banks 
were 9,000,000,000 rubles; by the middle of 1947 they exceeded 
13,000,000,000 rubles. Presumably the total value of deposits fell 
below this level as the result of the conversion from old to new 
money — at rates of 1:1, 3:2, and 2:1, depending upon the size of 
the account — at the end of 1947. Whatever the magnitude of this 
reduction, it was soon made up. At the end of 1953 the total de- 
posits in savings banks exceeded 38,500,000,000 rubles.*5 

In the late 1930's the interest paid on deposits of individual citi- 
zens, with the right of withdrawal at any time, was established 
at 3 per cent annually, while similar deposits of organizations re- 
ceived 1 per cent interest. In 1939 a system of time deposits was 
established, paying 5 per cent interest on savings left for six months 
or longer. For most depositors the interest on such savings is an 
insignificant source of income, since the great majority of accounts 
are extremely small. A sample study conducted on January 1, 
1938, found the following distribution of these accounts: ‘4 


Per Cent of Per Cent of 


Size of Account Depositors Savings 
Under 100 rubles 67 5 
100-1,000 rubles ... 23 28 
Over 1,000 rubles 10 67 


46 Finansy SSSR za XXX Let, pp. 307-14; Pravda, April 22, 1954. Soviet 
Home Service, April 20, 1951. 
46 Batyrev and Sitnin, op. cit., p. 75. 
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The fact that 10 per cent of all savings depositors owned two thirds 
of the value of all deposits is an interesting commentary on the in- 
equality of wealth in the USSR. During the war the average size 
of accounts probably increased, along with the over-all increase in 
the volume of savings in these banks. One indication of this proba- 
bility is the fact that only 80 per cent of the accounts remained 
unchanged at the time of the monetary conversion in late 1947; 47 
since accounts up to 3,000 rubles remained unchanged, this indi- 
cates that 80 per cent of all depositors must have been in this 
category, a substantially smaller percentage than that indicated by 
the data for January 1, 1938. During the war, savings bank deposits 
were solicited, with interest to be paid in the form of lottery prizes 
ranging from 50 to 200 per cent of the winners’ total deposits. This 
lure apparently did not prove attractive; most depositors preferred 
to receive a straight interest return rather than accept a chance in 
a lottery.? In early 1951 there was indication that the system of 
lottery prizes for holders of savings deposits still existed or had 
been re-established. In that year drawings were scheduled for 
April and October, 25 winners to be chosen out of each 1,000 ac- 
counts. One winner got 200 per cent, two winners received 100 
per cent, and 22 winners received 50 per cent of their average 
savings account balance for the previous half year.!? 

The functions of savings banks were expanded during World 
War II so as to make them agents for collecting taxes due the gov- 
ernment from individuals. They also pay out pensions and gov- 
ernment monetary awards to winners of medals and other honors. 
As noted earlier, the assets of the savings banks — consisting chiefly 
of the deposits made in them — are invested in government bonds, 
and the annual increases in these assets are treated as additions 
to the state’s budgetary revenue, on a par with money received 
from the sale of bonds. 


Investment Banks 


The four major long-term investment banks are essentially con- 
cerned with making available to different economic organizations 
funds for capital construction. The great majority of these funds 


37 Pravda, February 1, 1948. 
48 Finansy SSSR za XXX Let, p. 310. 
49 Sovkhoznoye Gazeta, March 10, 1951. 
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are allocated to the banks by the government through the budget 
and are nonreturnable grants, not loans. The investment banks also ` 
have available obligatory amortization allowances accumulated by 
economic organizations, funds from the profits tax, and the capital 
funds of collective farms. Strict control over the execution, progress, 
quality, and financial discipline of construction projects is exercised 
by these banks. This control is usually far more detailed and closer 
even than that exercised by the State Bank over recipients of short- 
term loans. 

The Industrial Bank (Prombank) — known more fully as the Bank 
for Financing Industrial and Transport Capital Construction — 
makes available government construction grants to industrial, 
transport, communications, and road-building organizations under 
different economic ministries. It also makes long-term credits 
available to local and provincial industrial enterprises to help them 
organize or expand output of consumer goods, food manufactures, 
construction materials, and fuel. 

The Municipal Bank (Tsekombank) — known more fully as the 
All-Union Bank for Financing Municipal and Housing Construc- 
tion — works with local municipal governments, giving them credits 
or nonreturnable grants for housing, public utility, and related con- 
struction. It also finances the building of entire new communities. 
In recent years this bank has also granted long-term credits to in- 
dividuals to enable them to build or repair homes, as well as loans 
to demobilized soldiers, war invalids, families of dead soldiers, and 
needy families of persons serving in the armed forces. It cooperates 
with a system of local municipal banks. 

The Trade Bank (Torgbank) — known more fully as the Bank 
for Financing Capital Construction of Trade and Cooperatives — 
provides funds for capital investment by cooperatives as well as 
by domestic and foreign trade enterprises and organizations of the 
Ministry of Requisitions. Cooperatives must repay credits from 
this bank, but government organizations receive nonreturnable 
grants, as in other areas of the economy. 

The Agricultural Bank (Selkhozbank) gives long-term credits to 
collective farms for construction, repair of buildings, purchase of 
equipment or cattle, irrigation works, and so on. It also makes short- 
term loans of less than a year's duration to the collective farms for 
some capital expenditures. Long-term loans are made by this bank 
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to collective farmers and to other individual borrowers, particularly 
invalids of the last war and families of soldiers. Government agri- 
cultural organizations, such as state farms, are also financed by this 
bank. 

These banks can only finance construction projects that have been 
specifically authorized by the government, and usually, also, only 
those for which complete cost estimates and architectural plans 
have been prepared. Financing is provided only within the limits 
of the estimated cost for different types of work. The banks may 
refuse to provide funds if costs exceed estimates, or if they observe 
wasteful utilization of funds and resources made available for 
construction. The banks keep close check on the progress of each 
construction project, analyze the balance and other accounting 
records of each project, and inform responsible organs of economic 
control if they find any abnormality in the financial or economic 
situation of a project. To facilitate control over the cost and progress 
of construction work, such activity is usually not carried on by the 
enterprise that is finally to operate the new plant, mine, or other 
productive facility being built. Special construction organizations 
subordinate to construction agencies receive contracts to carry on 
the work and are supervised by the banks. Where an enterprise does 
carry on its own construction activity, all funds available for and 
expenditures required by this construction work are kept in separate 
accounts and are not intermingled with the financial record of the 
enterprise's normal activity, thus also facilitating direct control 
over the construction work. 

'The funds assigned to a given project are placed in an account 
maintained by the enterprise for whom the new facility is being 
built. This enterprise transfers to the contracting construction or- 
ganization at the beginning of the work 15 per cent of the estimated 
amount to be spent that year on the project. Further financing of 
the contractor is made as each section of work is completed, pay- 
ment being based on the estimated cost agreed on initially. The 
banks keep constant checks over the correctness of the prices paid 
and the accuracy of reports regarding the volume of work actually 
completed. One result of this system is that if the cost of construc- 
tion exceeds that originally estimated, the additional cost must 
be paid out of the contracting organization's funds and not from the 
allocation given the enterprise to finance the project. This require- 
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ment is obviously aimed at stimulating the contractor's interest 
in doing the most economical job most expeditiously. Short-term 
credits may be granted construction organizations by the invest- 
ment banks in order to help them make a seasonal accumulation of 
materials, fuel, and other resources. The expenditure of these short- 
term credits is also very closely controlled.59 


Insurance 


Insurance is a government monopoly in the Soviet Union. In 
part the Soviet government is the world's greatest self-insuring 
organization since its accumulation of reserves of food and other 
commodities is an effort to guarantee the country as a whole against 
the risks of drought, war, or other catastrophe. More conventional 
types of life and property insurance, similar to those existing in 
capitalist countries, are administered by the Chief Administration 
for State Insurance (Gosstrakh), which is a branch of the Ministry 
of Finance and has agents and agencies throughout the country. 

By law some types of insurance are compulsory. These cover 
primarily the vast supply of housing owned by the state's agencies, 
as well as buildings, crops, and livestock owned by collective farms, 
collective farmers, and individuals. Voluntary insurance may be 
obtained by state organizations or enterprises and by private in- 
dividuals on farm products, animals, household effects, means of 
transport, freight, and the like. Property insurance can be obtained 
covering risks such as fire, floods, explosions, storms, drought (in 
the case of some crops only), transportation accidents, and so forth. 
Life insurance is in general voluntary, except in some special cases, 
such as compulsory insurance for firemen. Life insurance can be 
bought — depending upon age and after a medical examination — 
on a term basis for a specific period of years or as insurance which 
terminates only with the insured person's death. Insurance against 
invalidism is also covered in the same way as life insurance.*! 

No over-all figures on the size of the Soviet Union's insurance 


59 Boguslavsky, Greben, and Proselkov, op. cit, pp. 334-87. Batyrev and 
Sitnin, op. cit., pp. 77-85. For discussions of the most recent trends in Soviet 
credit organization and practice cf. R. F. D. Hutchings, "Investment Hegu- 
lations,” Soviet Studies, October 1952, and R. W. Davies, "Short-Term Credit 
in the USSR," Ibid., July 1953. 

51 Aleksandrov, Finansy SSSR, pp. 365-88. 
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operations seem to have been published in recent years. That they 
are large is indicated by statements that hundreds of millions of 
rubles annually are paid out to beneficiaries upon damage of their 
property or the death of insured persons. Hundreds of millions 
of rubles are also said to be used for such preventive measures as 
building fire depots, veterinary installations, and the like, the money 
coming from insurance funds." 


52 M. Shermenev, "Strakhovye Fondy Sotsialisticheskogo Gosudarstva," Finan- 
sy i Kredit SSSR, June 1953, pp. 31-32. 


CHAPTER XIII 


HIRED AND PRISON LABOR! 


pa 12 of the Soviet Constitution declares: “Work 
in the USSR is a duty and a matter of honor for every able-bodied 
citizen, in accordance with the principle: ‘He who does not work, 
neither shall he eat.” In theory this article is taken to mean that 
every physically able adult must engage in direct productive 
activity, unless supported by the earnings of a relative, as in the 
case of a wife maintained by her husband. 

Workers in the USSR today fall into one of the following cate- 
gories: members of collective farms, hired employees of the gov- 
ernment, employees of industrial and consumer cooperatives, in- 
dividual artisans who work alone, household servants — maids, 
cooks, chauffeurs, gardeners, and the like — employed by individuals, 
and involuntary laborers forced to work at particular jobs in the 
course of serving a penal sentence. The employment of workers 
for the profit of an individual employer is now forbidden, though 
it existed on a significant scale during the 1920's. Collective farmers 
have already been discussed in an earlier chapter. The number of 
household servants and individual artisans in the USSR is relatively 
very small, and almost no information is available about them as 
groups. Soviet labor statistics combine in one category those work- 
ing for the state and those working for industrial or consumer co- 
operatives, so that we may think of these as forming the total hired 
labor group. Although the members of this last group work under 


1 Many of the topics treated in this chapter are discussed at greater length 
in Solomon Schwarz, Labor in the Soviet Union. New York: Praeger, 1959. 
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a number of severe restrictions on their liberty, they are also somc- 
times referred to as "free" workers in contradistinction to the unfree 
or forced laborers in the final category listed above. Most of this 
chapter will be concerned with the relatively free persons com- 
posing the hired labor group. The remainder will summarize the 
incomplete information available concerning prison labor. 


The Supply of Hired Labor 


During 1917-20 food shortages and economic disorganization 
in the cities forced a large-scale migration to the countryside. This, 
combined with the need for soldiers to fight the enemies of the 
Soviet regime, created a severe shortage of workers for industry, 
transport, and trade, a shortage that was combatted by the mili- 
tarization of labor. Workers were mobilized and labor armies were 
put to work on urgent tasks of production and transportation under 
conditions of strict military discipline. With the relaxation and 
abolition of many government controls during the years of the New 
Economic Policy, labor conscription was abandoned. Demobiliza- 
tion of the armed forces and new migration from the rural areas to 
non-agricultural occupations provided the increased manpower 
required to raise the level of economic activity from the very low 
depth of 1920 back to and beyond: that achieved before World War 
I. The number of workers in large industry had fallen from 2,885,000 
in 1918 to 1,601,700 on January 1, 1922, the latter figure representing 
already some recovery from the lowest point. By 1929 there were 
3,353,000 workers in these industries, over twice the number in 
1922. Similarly construction workers increased from 194.000 in 
1923-24 to 923,000 in 1929. Other urban areas of the economy ex- 
perienced similar rises. In 1928 about 8,700,000 persons were em- 
ployed in nonagricultural occupations of all kinds, exclusive of 
domestic servants. Of these about 7,400,000 worked for the gov- 
ernment, almost 1,100,000 for cooperatives, and 349,000 for private 
employers. By 1930, the number privately employed was only 51,000 
and became virtually zero soon thereafter.? 

The First Five-Year Plan began in 1928 and inaugurated a period 
of unprecedentedly rapid economic development. Tremendous 
numbers of new workers were needed to build and man the new 


? Narodnoye Khozyaistvo SSSR, pp. 410-13. 
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factories, mines, oil fields, railroad lines, and other productive en- 
terprises, as well as to provide the administrative and other services 
required by the increasingly complex and growing economy. The 
growth that took place may be illustrated by Soviet data on the 
number of workers and employees in the national economy, that is, 
government employees predominantly? plus those working in 
cooperatives. The average annual number of workers and employees 
in the national economy grew from 11,539,000 in 1928 to 23,681,200 
in 1984 and 31,500,000 at the end of 1940.* Part of the 1940 figure 
is attributable to hired workers in the newly annexed territories of 
the USSR, the Baltic States, Eastern Poland, and other areas. Allow- 
ing for these, it is clear that the number of hired workers in the 
USSR increased by approximately 18,000,000 persons in little more 
than a decade, a rise of roughly 150 per cent. If we take into ac- 
count the new workers who replaced the losses due to death and 
retirement, it seems likely that almost three out of every four hired 
workers in the USSR in 1940 had assumed that status after 1928. 

Most of these new workers came from agriculture, the area of 
the economy where an excess supply of labor had been chronic and 
where birth rates were highest. The basic overpopulation of most 
rural areas had been intensifed by the collectivization of many 
small farms to form a relatively small number of large farms and 
by the increasing mechanization of crop production, though the 
exact number of workers freed by these measures is difficult to 
measure. When abundant new employment opportunities opened 
outside of agriculture, many farm people flocked spontaneously to 
fill the new jobs, hoping thus to improve their standards of living. 
Others were recruited by the numerous agents sent into the country- 
side by enterprises needing labor to negotiate labor recruitment 
contracts with collective farms. The competition for surplus farm 
labor grew so intense that the central government had to intervene 
in 1938 and reserve particular areas exclusively for recruitment by 
particular industries.5 

According to the Soviet government, unemployment in the USSR 
— 3 Government employees include not only those in industry, transport, trade, 
finance, and other nonagricultural work, but also those working on state farms 
and at Machine Tractor Stations. 

4 Sot. Strof., pp. 508-9; Voznesensky, The Economy of the USSR during 


World War II, p. 7. 
5 Baykov, The Development of the Soviet Economic System, p. 354. 
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disappeared at the beginning of the 1930's. In the latter half of the 
1920's, about a million workers were usually registered on the rolls 
of the government labor exchanges as seeking work, the number 
in April 1929 being as high as 1,741,000, or almost 10 per cent of 
the total number reported employed in the national economy that 
year. These figures understate the actual number of unemployed at 
that time, since they do not include many young people looking for 
their first job. But as work on the First Five-Year Plan progressed, 
the earlier labor surplus was converted into a labor shortage. When 
the scarcity of workers became acute in 1980, the government de- 
cided it would cease supporting with unemployment insurance those 
who chose not to accept jobs offered them. Accordingly on October 
11, 1930, the People’s Commissar of Labor announced the end of un- 
employment insurance payments and ordered that all those regis- 
tered as unemployed be compelled to accept any job offered them. 
Henceforth the only acceptable excuse for not working was to be 
sickness, which had to be proved by a medical certificate. The 
same month the labor exchanges were directed to register all workers 
without jobs, and all wives and older children in urban communities, 
even if they had no special training and had not worked before. 
All those registered were to be offered employment. If they re- 
fused, they were removed from the rolls and forbidden to accept 
a job for a fixed period. Thus administrative pressure was applied 
to force women and youngsters who did not want to go to work 
to become hired laborers. One result of these and later measures 
was that the number of women workers and employees in the 
USSR increased from 8,900,000 in 1930 to over 11,000,000 in 1940, 
including many housewives who would probably not have worked 
if it had not been for government pressure.” These constituted over 
one third of the total hired labor force, and 41 per cent of all pro- 
duction workers in industry, in the latter year. The increasing dis- 
parity between wages and prices during much of the 1930's also 
provided a potent stimulus for women to add to family income by 
taking jobs outside the home. 

Since the early 1930's the Soviet government has claimed that 
there is no unemployment in the USSR. This claim has been a 
valuable propaganda weapon, although it is largely a matter of 


9 Ibid., pp. 212-18. 
7 Entsiklopediya, col. 1125. 
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definition whether the claim is to be accepted or rejected. All 
through the 1930's, for example, the Soviet press complained bitterly 
about the high rate of labor turnover in industry and transport. 
Millions of workers changed jobs annually. In the United States 
such workers would be recorded as unemployed in the period be- 
tween leaving one employment and entering another and would 
appear in the statistics of unemployment. In the USSR this “fric- 
tional” unemployment was ignored. The Soviet claim, in short, is 
based upon a very narrow definition of unemployment, accom- 
panied by the abolition of all statistics on the subject. 

This criticism, however, should not blind us to the true state of 
affairs in the Soviet labor market since the early 1980's. Since that 
time there has usually been an over-all shortage of labor as the re- 
sult of the steady production increase, which was interrupted only 
by the German invasion. Probably throughout the past two decades 
any Soviet citizen who wished a job could find one, though it might 
not be the job he really wanted and it might be in another commu- 
nity than that in which he lived. These conditions were approxi- 
mated in the United States during World War II, when unemploy- 
ment, including the "frictionally" unemployed discussed above, fell 
below the 1,000,000 mark. The Soviet Union has probably had what 
might perhaps be called "over-full" employment since the early 
1930's, in the sense that many hired workers would have preferred 
not to work at all or to work only part-time and would have willingly 
accepted the corresponding income reductions if they had been 
permitted to do so. All this has been the result of the monopolistic 
government control of the Soviet economy, which has permitted 
steady development to take place unhindered by fluctuating con- 
sumer demand and other factors producing capitalist business cycles. 

But whether it is termed "full employment" or "over-full em- 
ployment,” it is clear that for two decades Soviet hired workers have 
been free of the insecurity that rises from fear of prolonged in- 
voluntary unemployment, though they have been plagued by many 
other insecurities and fears. This state of affairs has had important 
repercussions on the labor market, on the stability of employment, 
and on labor discipline. In particular the Soviet worker's confidence 
that he can find a job relatively easily if he loses his present one has 
created attitudes toward work that the Soviet government has char- 
acterized as “irresponsible” and against which it has turned the 
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force of penal regulations. These replace in part the pressures 
exerted in a capitalistic society by the fear of unemployment. 

The expansion of the labor force did not occur uniformly in all 
fields, since growth of output and worker requirements was uneven 
among the different branches of the economy. This unequal de- 
velopment is shown by the data on the distribution of the hired 
labor force shown in Table 58. 


Taste 58. Workers and Employees in Principal Branches of the Soviet Economy, 
1928, 1932, 1937, and Goal for 1941. 


1929 1932 1937 1941 Goal 

Branch ( MILLIONS) 
Industry sa er hr khe wa 81 8.0 10.1 11.1 
Construction .... esses a 28 2.0 3.1 
Railways «iue ri cians 1.0 13 15 1.7 
Waterways «e eee eee m 15 .18 2] 
Other Transport ....-...-.5.- 2 6 11 * 
Communications ....... sese 1 22 .38 46 
Trade: «eere em Sisteraceqe nus 5 1.4 2.0 2.4 
Communal Feeding ......... . .06 5 4 7 
Education ......... esee tee 8 14 2.3 2.9 
Health Services ............. 4 6 Ll 1.6 
State, Administrative, and 

Other Institutions? ........ 12 2.2 2.5 * 
Banking Institutions ....... Es 5 18 -19 28 
Agricultural Institutionst ...... LT 2.9 2.5 2.1 


* Data unavailable. 

t Includes housing and municipal services after 1928. 

t Employees of state farms. Machine Tractor Stations, etc. In 1928 included almost 
1.3 million workers cadet by private farms. 


Sources: 1928—Sot. Strol., 508; 1932 and 214150. Stroi. (1933-38), p. 138; 1941— 
Gosudarstvenny Plan. . . ron 1941 God, p. 


In expanding its labor force during 1928-40, the Soviet regime 
had to contend with the problem of quality as well as quantity. 
The great majority of new workers recruited for nonagricultural 
employment during these years had never had any previous ex- 
perience or familiarity with machines and their operation. They 
were not accustomed to the discipline required in a factory or on 
a railroad. At a higher level of competence, the newly expanded 
productive system required far larger numbers of engineers, chem- 
ists, metallurgists, accountants, executives, and other directing 
personnel than had ever been required in the Soviet Union before. 
Thus at all levels of the labor force an immense training program 
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had to be undertaken. The primary education system was widely 
extended as well, in an effort to provide that basic literacy essential 
for almost all workers in an industrial society. In the decade between 
1928-29 and 1988-39, the number of students in the Soviet primary 
and secondary schools of all kinds increased 2% times, from 12.1 
million to 31.5 million. The number of Soviet citizens studying in 
schools of all types, including extension-course students, reached 
47.4 million in 1988-39, probably close to half the entire population 
if we exclude the aged and preschool children.® 

Some notion of the rapid increase in the number of technically 
trained workers may be obtained by considering the growing enroll- 
ment of major types of schools during the First and Second Five- 
Year Plans. Thus the number of students in institutions of higher 
education grew from about 160,000 in 1928 to 516,000 at the be- 
ginning of 1986. Enrollment in secondary schools training tech- 
nicians rose from 254,000 in 1928 to 754,000 at the beginning of 1932 
and declined slightly thereafter. Enrollments in factory schools 
training skilled workers of all types increased from 178,000 students 
in 1928 to a peak of 975,000 in 1932, but fell sharply thereafter.? 
The frenzied educational drive of the 1930's, accompanied by the 
enormous increase in students and graduates, was quite naturally 
accompanied by an appreciable decline in the quality of training. 
University courses were cut to three years; some requirements were 
abolished; the supply of teachers competent to teach could not be 
expanded rapidly enough to cope with the influx; training became 
too specialized in many cases; all these factors contributed to the 
decline in quality.1° Under these conditions many skilled workers, 
technicians, and directing personnel had to finish their education 
on the job, a costly process. In the late 1930's changes were made 
aimed at improving the quality of the educational system. Out of 
the confusion and frenzy of this period were born both the new 
labor force and the new technical-managerial force of the Soviet 
economy, both of which have been developed greatly since the 
early years of the 1930's. Without the millions of specialists grad- 
uated by secondary schools and higher educational institutions, 
realization of Soviet industrialization would have been impossible. 
~ B Sot. Stroi. (1933-38), p. 116. 


9 Sot. Stroi., p. 572. 
10 Baykov, op. cit., pp. 218-19. 
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Labor Discipline Problems 


Another major facet of Soviet labor force development during 
the 1980's was the high rate of turnover and the frequently low dis- 
cipline of the new army of workers. In the atmosphere of ever 
increasing labor demand and accompanying shortage, workers had 
little fear of unemployment and often shifted from job to job, their 
shifting usually being prompted by the hope of improving working 
and living conditions, both of which were frequently extremely 
poor. At the extreme, in 1930, all branches of large-scale industry 
hired during the year 176 per cent of the average number of workers 
employed in these branches, while 152 per cent of this average left 
their jobs during the year. Even in 1935, when a much greater 
degree of stability had been achieved, hirings were 91.6 per cent 
of the labor force, and workers leaving their jobs composed 86.1 
per cent of the total. In 1932 the average worker in large-scale 
industry was absent from work almost six days without an accept- 
able reason. The high labor turnover and frequent truancy of 
workers raised major difficulties in the way of the smooth operation 
of production and slowed down considerably development of a 
trained work force.! Many workers left before they had even been 
trained for new jobs, and others left after having gained some ex- 
perience, both groups disrupting the proper working of their enter- 
prises. 

To combat these destructive tendencies the Soviet government 
used many techniques, imposing increasingly tighter control upon 
workers and entrepreneurs in an effort to achieve stability, dis- 
cipline, and faithful performance of duties. As early as 1930, an 
enterprise manager guilty of luring workers from other enterprises 
was liable to prosecution. Workers who evaded transfer to work 
ordered by the government or who changed jobs frequently were 
denied the right to be referred to industrial jobs for six months. 
Beginning in May 1930, engineers and technicians getting over 
250 rubles a month could not get salary increases in most cases if 
they moved to another enterprise without getting the permission 
of their former employer. This move was obviously aimed at pre- 
venting "pirating" of badly needed trained workers by competing 


11 Sot, Stroi., pp. 530-31. 
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plants. Before the end of 1932, plant managers were given the 
right to issue ration cards to employees, so that dismissal meant the 
loss of ration cards for food and consumer goods, as well as eviction 
from housing owned by the employing enterprise. A decree of 
November 15, 1932, ordered that workers absent for one day without 
an acceptable excuse be fired and deprived of their housing. No 
one could be hired without a certificate from his former employer 
giving the reason for his leaving his old job. Any managerial per- 
sonnel failing to enforce government penalties for absenteeism were 
liable to prosecution. 

These measures did not cause any immediate drop in labor turn- 
over, which was almost as bad in 1933 as in 1982. But absenteeism 
declined sharply, falling in large-scale industry from 5.96 days per 
worker in 1932 to less than 1 day per worker in 1933. "Comradely 
production courts" were set up in 1931 and afterward in different 
enterprises and institutions to try workers for violating labor dis- 
cipline or carelessly handling property. These courts could fine 
errant employees, suggest their dismissal to management, or pro- 
pose their expulsion from their union for a fixed period.!? 

Nevertheless labor turnover remained high throughout the 1930's, 
while absenteeism and lateness to work continued to be problems. 
Under the conditions of labor shortage in those years, it is not sur- 
prising that many managers succumbed to the temptation to look 
the other way rather than to dismiss workers who were truant. In 
late 1938 a new campaign began against workers shifting from 
job to job or unjustifiably absent from or late to work, culminating 
in two major decrees. One, adopted December 20, 1938, required 
that all workers employed by the state or cooperative enterprise 
have labor books, giving their employment history, reasons for 
shifting from one enterprise to another, and any praise or honors 
won by them. This was intended as a type of passport for workers, 
hindering them from shifting around too much among jobs. Even 
more pointed was the decree of December 28, 1938. Workers late in 
reporting to work, leaving early for lunch, returning late from lunch, 
leaving their job early, or loafing on the job were to be punished 
by reprimand or transfer to a lower job for up to three months. 
Three such violations in a month or four in two months were to be 


1? Ibid., and Baykov, op. cit., pp. 214-15 and 228-29. 
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considered equivalent to absenteeism and therefore ground for 
automatic dismissal. Under the original statute, "tardiness consists 
in arriving for work not more than ten or fifteen minutes after work 
has begun, and if a worker comes later than that he is considered 
absent," and losses a day's pay. Nine days later, worker reaction 
had been so violent that the limit was raised to twenty minutes.!? 
Workers dismissed for absenteeism lost all seniority rights and were 
ordered discriminated against in the granting of social insurance 
benefits such as pensions, disability allowances, maternity leaves, 
and the like. 

The logical culmination of this legislation came with a decree of 
June 26, 1940, prohibiting workers from leaving their jobs without 
permission of their employers, unless for reasons of health or for 
enrollment in a university or vocational school. Violation was pun- 
ishable by imprisonment for two to four months. Since workers 
desiring to leave their jobs might have deliberately absented them- 
selves from work in order to be dismissed, the penalty for absentee- 
ism was changed from dismissal to compulsory work in the same 
enterprise for up to six months. During this period 25 per cent is 
deducted from the worker's wages. A decree of October 19, 1940, 
gave the government the right to transfer skilled workers and tech- 
nical personnel anywhere in the country, without regard to the 
employees' wishes.!! 

This tightening up of labor discipline seems clearly to have been 
inspired by the growing danger of war as Hitler advanced in the 
late 1930's, but all these regulations have been retained or made 
more stringent since then. The labor book, it should be mentioned, 
serves as an effective aid to enforcement of some of this legislation. 
The book is held by the employer and surrendered only if the em- 
ployer consents to a worker's leaving his job. Under the law, the 
worker may not get a job unless he has his book. Unless a worker 
can find a new employer willing to violate government regulations 
his old employer has him at his mercy. But the chronic labor short- 
age in the Soviet economy offers great temptations to employers to 
accept workers without being too fussy about the legality of their 
position. 
^38 Baykov, op. cit, pp. 850-51, and Manya Gordon, Workers Before and 


After Lenin, pp. 122-23. 
14 Gsovski, Soviet Civil Law, Vol. I, pp. 828-30. 
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In the late 1930's, the problem of skilled workers again became 
increasingly acute. In part this may have been a reflection of the 
inadequate flow of new laborers into the expanding nonagricultural 
sectors of the economy. In part, too, it seems likely that with in- 
creasing education of large numbers, many more young people 
were competent to hold, and wanted, white-collar jobs, rather than 
to do manual labor in the factories, mines, and railroads. Under 
these circumstances, the Soviet government felt it necessary to 
assure itself of a flow of new trained workers adequate to meet its 
plans for the future, even if this required sharp limitation of freedom 
of occupational choice for many. Accordingly, the decree of Octo- 
ber 2, 1940, authorized the annual draft of between 800,000 and 
1,000,000 boys between 14 and 17 years of age. Those 14 or 15 
years old were ordered to enter trade and railroad schools for two 
years of training designed to make them skilled workers, while 
those 16 or 17 years old were ordered to take six months' training 
in factory schools preparing less skilled categories of labor. At the 
end of their training periods, these youths are required to work for 
several years at such places as ordered by the government, even if 
this means that they are sent far from their family and friends.!5 
So far as possible the Soviet government attempts to get voluntary 
recruits for these schools, stressing that all students' expenses are 
paid during training. The deficit between government labor re- 
quirements and the number of volunteers is made up through the 
compulsory draft. 

When this decree first appeared, many believed it was purely 
an emergency ‘measure dictated by the threat of war. The State 
Labor Reserves, as this program is termed, has apparently become 
a permanent feature of the Soviet labor scene, however. During 
the war the draft was extended so as to cover girls 16 to 18 years 
of age for training in the factory schools. A decree of June 19, 1947, 
revised the earlier provisions somewhat, providing for the drafting 
of boys 14 to 17 and girls 15 and 16 years of age for trade and rail- 
road schools, and of boys and girls 16 to 18 years old for industrial 
training schools. Boys up to 19 years of age may be drafted for 
work in the most important industries — coal and other mining, 
metallurgy, petroleum, and so on. Labor Reserve draftees need 


15 Ibid., pp. 830-31. 
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not fulfill their compulsory military service term until after their 
training and their four years of obligatory assigned work have been 
completed. During World War II, over 2,000,000 young workers 
were graduated from the Labor Reserve Schools, providing what 
must have been a most vital addition to the nonagricultural labor 
force. The Fourth Five-Year Plan provided that 4,500,000 young 
skilled workers should be graduated from these schools during 1946- 
50, over 10 per cent of the number of workers and employees 
planned for the national economy in 1950. Graduates of universities 
and technical schools are also subject to compulsory assignment 
for several years after being graduated.!9 

In the early 1950's, the importance of the State Labor Reserves — 
as judged by the number of graduates of its schools — declined ap- 
preciably. From a record high of 1,000,000 graduates in 1948, the 
number of graduates fell to only 320,000 in 1953. 

World War II brought major changes in both the supply of and 
demand for workers in the Soviet economy. The available supply 
was cut sharply by large-scale military moblization as well as by 
the loss of the population in the large western area occupied by 
the Germans. Requirements were cut, too, by German capture of 
productive resources — factories, mines, power plants, and the like — 
in the west, but requirements in the eastern areas free of German 
control rose sharply, since some 1,300 plants were moved there 
from the occupied zone. In addition, many new mines, factories, 
power plants, as well as some stretches of railroad, were built in 
the east during the war, requiring construction workers first and 
then manpower to operate the new installations. The repercussion 
of wartime events on the supply of workers is suggested by the 
available data on the number of workers and employees: 31.2 mil- 
lion in 1940; 19.3 million in 1943; and 27.2 million in 1945." The 
changes that took place in the geographical distribution of the 
Soviet labor force during the first two years of World War II are 
suggested by the following data on the number of workers and 
employees in industry: !9 

16 Ibid. Entsiklopediya, col. 1130. 

11 Harry Schwartz, “Soviet Labor Policy, 1945-1949," The Annals of the 
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1910 1943 
(THOUSANDS) 

Total USSR «eee 10,920 7,527 
Volga Área... 827 563 
Ural scam eA EY o 927 1,588 
West Siberia ..........0 0-00 436 675 
Central Asia and Kazakhstan . . 882 600 
Rest of the USSR............ 8,848 4,151 


To meet the labor needs of the nonagricultural economy during 
the war, the Soviet government resorted to stern measures. A decree 
of December 26, 1941, declared that all those employed directly 
or indirectly in war industry were to be considered mobilized for 
the duration of the war and permanently assigned to their jobs. 
Unauthorized departure of those mobilized was to be considered 
desertion, to be tried by court martial and punished by imprison- 
ment for five to eight years. Two decrees issued in 1943 placed all 
railroad, merchant marine, and river-craft workers under martial 
law. At the very beginning of the war, the chief areas of the country 
were placed under martial law, and military authorities were au- 
thorized to draft workers for work in connection with the war 
emergencies. Later, a decree of February 13, 1942, mobilized the 
able-bodied adult population of the cities for work "in industries and 
construction projects, primarily in the aviation and tank industries, 
in the armament and munitions industries, and in the metallurgical, 
chemical, and fuel industries." Later decrees in the same year 
mobilized urban adults and high school students for farm work. 
A labor draft for invalids even was enacted in August 1942.!° The 
utilization of these measures is indicated by the fact that in 1943 
some 7,609,000 persons were drafted for essential work, about half 
of them for agriculture—probably mainly during the harvest season 
—and the rest for industry, construction, and forestry.?? 

During the war, therefore, almost every able-bodied civilian in 
the cities could be assigned to any task where labor was needed, 
just as if he were in the armed forces. Many less essential activities 
—including production of consumer goods, operating stores of all 
kinds, maintaining service establishments, and so on—were closed 
down so that their workers could be shifted to more essential oc- 


10 Gsovski, op. cit., Vol. I, pp. 832-34, and Vol. II, pp. 548-50. 
20 Voznesensky, op. cit., p. 60. 
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cupations. Since the bulk of able-bodied Soviet manpower went 
into the armed forces, the role of women in the labor force increased 
sharply. Women had composed 38 per cent of all workers and em- 
ployees in 1940; by 1942 they were 52 per cent of the total, and 
accounted for more than half the work force in industry, trade, com- 
munications, communal feeding, medical services, and government 
administration. The proportion of all workers under 18 and over 
50 increased sharply between 1940 and 1942. A new wave of 
migrants came from the farms to fill urban jobs left vacant by men 
drafted for the armed forces as well as to provide workers for the 
many new enterprises built during the war. So far as possible, in 
short, every man, woman, and youngster capable of working was 
given a role in fighting or producing for the fighters?! 

As the Red Army reconquered the western areas of the USSR, 
the resident population there was put to work again operating such 
enterprises as were fit to work and rebuilding those that had been 
damaged or destroyed. About 8,000,000 workers and employees 
were added to the total between 1943 and 1945. After World War 
II, demobilization of the armed forces sent large numbers back to 
urban and farm work. By the end of 1949 the number of workers 
and employees in the national economy exceeded 35,000,000, a total 
some 15 per cent higher than in 1940.7? All through the postwar 
period, the Soviet government maintained constant pressure to get 
a maximum number of its citizens working. In late 1946 rations 
for nonworking adults, such as housewives, were reduced below 
their previously low level. The monetary reform of December 1947 
was a blow to persons who had made their living buying and selling 
goods in the favorable atmosphere created by the previous two- 
price system. The bulk of their previous cash accumulations was 
largely wiped out and their opportunity for future gains became 
relatively very bad, so that they had to go to work in more conven- 
tional types of Soviet employment. By the spring of 1948, less than 
six months after the reform, a writer in Pravda was able to report 
that large numbers of additional city people were flocking to seek 
factory employment. The labor situation had improved so much, 


21 Ibid., pp. 60-61. 


22 Based on Schwartz, "Soviet Labor Policy 1945-1949," op. cit., p. 75; and 
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he wrote, that many factory directors could now pick and choose 
among applicants for work, rather than having to accept all who 
came to their door.?? 

By the end of 1958, the Soviet government reported, the number of 
workers and emplovees in the national economy had grown to almost 
45,000.000 persons, or about 17,000,000 more than the number in 
this category in 1945. The Fifth Five-Year Plan had provided that 
this number should increase to 45,100,000 by 1955, so that the actual 
increase during 1951-53 was obviously faster than foreseen even in 
late 1952, when the Fifth Five-Year Plan had been promulgated. 
Most of the increase during this three year period took place in 
1953, the result apparently of three factors: the release of Soviet 
prisoners under the terms of the partial amnesty of March 1953; the 
mid-1953 release of military personnel who had served longer than 
their legally-stipulated compulsory service period; and the addition 
to the staffs of Machine Tractor Stations of more than a million 
persons in late 1953, most of them individuals who had formerly 
worked for the MTS only part time before the shift in policy that 
was announced in September 1953. 

The discussion above testifies to the extremely rapid postwar 
increase in the nonagricultural labor force of the Soviet Union, 
a basic factor behind the country's rapid increase in industrial pro- 
duction between 1945 and 1958. The other side of the coin, how- 
ever, was the fact that this increase took place at the expense of 
agriculture, which was drained of large numbers of workers, drained 
most seriously of large numbers of more skilled and able people. 
The discussion of the farm labor situation in an earlier chapter 
has already pointed to some of the measures the government took 
in September 1953 in an effort to redress the balance and to help 
provide the trained personnel needed if farm production were to 
increase at a better tempo than earlier in the postwar period. 

Other important problems remained to be solved in the postwar 
labor situation. Millions of demobilized veterans had never held 
a peacetime job before and, except for their familiarity with military 
machinery, presented the same training problems as the millions 
of new workers from the farms had in the early 1930's. Large num- 
bers of skilled workers, specialists, and technicians of all kinds had 


23 Pravda, May 28, 1948. 
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died during the war, so that the economy suffered from a great short- 
age of such personnel. Both these circumstances called for a major 
effort in training new factory, railroad, mine, and other workers, 
and also help explain the continued utilization of the Labor Reserve 
draft technique in the postwar period. In 1949 alone, 723,000 
youngsters graduated from Labor Reserve Schools, while 6,600,000 
workers were trained or given new skills in on-the-job training 
courses. The educational system was rapidly rebuilt so as to 
help it recover from the great ravages of war and enable it to turn 
out the engineers, doctors, architects, and other professional workers 
needed so badly if the country's economic plans were to be achieved. 
Great efforts and progress were made toward solving these problems 
during the first half-decade after the war's end. Yet even as late 
as the spring of 1950, Pravda complained of the serious shortage 
of engineers and technicians in the Donbas and suggested stripping 
research institutes of young engineers to help meet the problem.” 
It seems most unikely that the difficulty was confined only to this 
area, the most important of Soviet coal fields. 

The continued rapid rate of expansion of the Soviet economy 
after 1950 made the need for trained technicians grow greatly even 
while the number of new graduates in technical fields increased. 
How rapidly the Soviet Union is turning out technicians may be 
judged from the fact that Soviet schools graduated 54,000 engineers 
in 1954, against 19,000 engineers graduated that year from United 
States schools. 

Labor discipline too was a serious problem, felt most severely 
in the early postwar years. The strict legislation of 1940 remained 
in effect, as did the imposition of martial law upon transport workers. 
The use of the labor book as a means of reducing turnover proved 
inadequate in the early postwar years. Many workers did not have 
labor books, either because they had never been issued one during 
the confusion of the war and early postwar years, or because their 
books had been lost. Many employers, pressed by the need for 
workers to meet their goals, simply disregarded the requirement 
that they must not hire anyone lacking a labor book. The result 
was that many workers could and did move freely from job to job, 


24 Pravda, January 18, 1950. 
26 Ibid., March 29, 1950. 
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without getting the consent of each employer they left, despite the 
law's prohibition. The incentive for such turnover and shifting was 
the same as for the similar phenomenon in the early 1930's.. Condi- 
tions of work and life in the Soviet Union were hard, with food, 
housing, clothing, and other necessities in short supply generally 
but varying in availability from place to place. Under these circum- 
stances workers naturally moved from place to place in response to 
reports of better conditions at places other than where they worked. 
The Soviet press warned factory heads repeatedly in 1946 and 1947 
that to curb labor turnover they had to improve workers' condi- 
tions, but this was more easily said than done under the prevailing 
scarcities. In the summer of 1946 a major effort was made to insure 
that all workers had labor books and that the law authorizing use 
of this device to cut down turnover was observed. But three years 
later, complaints were still appearing in the press that many em- 
ployers continued to hire workers who had no labor book, thus 
facilitating their illegal departure from their previous employment.?9 

The amnesty decree of late March 1953, issued shortly after 
Stalin's death, aroused hopes for an easing of Soviet labor discipline 
laws, since it called for the submission by appropriate authorities 
of proposals for liberalizing these and other disciplinary laws. 
However, no further mention of this subject was made in the follow- 
ing year and in late 1953 material in the Soviet press indicated that 
the old laws were still being enforced, in some cases by the imposi- 
tion of jail sentences. 


The Work Week 


In the postwar period, the basic work week in the Soviet Union 
has consisted of six eight-hour days, forty-eight hours in all. Sunday 
is the common rest day for most workers. Individuals whose jobs 
require them to work under specially dangerous or harmful condi- 
tions have a shorter labor day — four to seven hours — depending 
upon the particular occupation. Legally, overtime work is usually 
forbidden, except for those working in defense industries, or in case 
of emergency, or where technical or natural conditions require it. 
Overtime is paid for at a higher rate than normal working time. 
Some categories of workers — including women in the fourth or 
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Jater month of pregnancy, nursing mothers, invalids, persons with 
active tuberculosis, and the like — may not be required to do over- 
time work. Night work is defined as that done between 10 p.m. 
and 6 a.M. and consists usually of a seven-hour rather than an 
eight-hour shift. Where operations must be conducted continuously 
throughout all twenty-four hours, however, night shifts are the 
same length as those done during the day. Workers who have been 
employed in one enterprise for at least eleven months are entitled 
to two weeks’ leave with pay each year.?7 

During World War II, the work week was considerably length- 
ened in an effort to compensate for the reduced civilian labor force. 
A decree of June 26, 1941, permitted enterprise directors to require 
up to three extra hours daily. Many workers Jabored eleven hours a 
day six days a week, or sixty-six hours weekly, receiving 50 per cent 
more than their base pay for the hours worked overtime. Youngsters 
under 16 years were required to work no more than ten hours daily 
under this decree, while women more than five months pregnant or 
in the first month of nursing a new baby were exempted from over- 
time. All vacations were abolished during the war, workers being 
paid for the unused leave, at first in cash and later in blocked bank 
credits, which were paid after the war. The two weeks’ annual 
leave was reinstituted by a decree of June 30, 1945. 

During the late 1920's and the 1930's, the seven-hour day was the 
standard in the USSR, but the work week varied. In order to get 
maximum utilization of productive equipment, a continuous work 
week was ordered, that is, enterprises operated every day of the 
week. At first a decree of September 1929 provided that most work- 
ers labor four days, rest the fifth day, and then begin again. Later this 
was changed to five days of work with the sixth day off. Thus, for 
an individual worker, the rest day might be Thursday during one 
six-day period, Wednesday the next time, and so on. Not until 
June 27, 1940, was the seven-day week, with Sunday as the common 
rest day, introduced. The same decree lengthened the work day 
from seven to eight hours. Although this move increased hours sub- 
stantially, no compensating wage increase for workers paid on a 
time basis was granted.?* 

27 N. G. Aleksandrov and D. M. Genkin, eds., Sovetskoye Trudovoye Pravo, 
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Labor Incentives 


Ideally, a worker can be most useful in the production process 
if he works at top efficiency all the time, if he keeps his eyes open 
for ways to improve methods of work and shows initiative in sug- 
gesting such changes, and if he strives to improve his own knowl- 
edge and qualifications so as to help him increase his output or to 
enable him to move up to a more responsible job. The problem of 
how to induce the millions of Soviet workers to behave in such a 
manner, or at least to move toward this type of behavior, has pre- 
occupied the makers of the USSR's economic policies for over two 
decades. The naive notion that workers in a socialist state would 
necessarily become maximally productive because they felt them- 
selves the owners of all resources has long since been discarded. By 
the early 1930's, it had become clear to the top leaders of the USSR 
that self-interest and the desire for personal gain were still the 
primary factors in the individual worker's reckoning. Only by en- 
listing the worker's self-interest could productivity be increased. 
This meant, of course, that monetary and nonmonetary rewards 
had to be offered for those contributing most to production, in 
accordance with the formula: "From each according to his ability, 
to each according to his work." 

Soviet wages policy, however, was at first greatly influenced by 
an egalitarian philosophy born of the widespread early belief that 
the revolution would wipe out great inequalities of income and 
welfare. Wage schedules established in 1918 and 1919 therefore 
provided for much smaller differentials between the earnings of 
the highest- and the lowest-paid workers than had formerly been 
prevalent. Under the pressure of need to improve production, a 
sharp reversal of attitude took place in 1920 and 1921, a govern- 
ment decree on wage policy in the latter year declaring that "any 
thought of equalitarianism must be discarded." In 1926 and 1927, 
A reverse turn in the opposite direction took place, epitomized by the 
declaration of M. P. Tomsky before the Seventh Trade Union 
Congress: 

The direction of our wage policy must be along the line of a leveling 
of wages, on the one hand of the low-paid workers of separate indus- 


tries . . . and on the other hand, within the working class itself in 
the direction of a leveling of the increasingly incongruous gap be- 
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tween the wage of qualified labor and the wage of simple, unqualified 
labor . . . the difference between the pay of qualified and unqualified 
labor is of such a colossal magnitude as does not exist in Western 
Europe. . . . In the future we must reduce the gap in wages between 
qualified and ordinary labor.?? 


While Tomsky undoubtedly exaggerated the actual differentiation 
in earnings at the time, in 1927 the policy he urged was put into 
effect so that earnings inequalities were reduced substantially in 
the following two years.?? 

By 19831, the pendulum had once again swung in the other di- 
rection: a speech made by Joseph Stalin set the policy that has been 
followed in general ever since. Raising the question of the reasons 
for the great turnover and instability of the labor force, he said: 


The cause is the wrong structure of wages, the wrong wage scales, 
the “Leftist” practice of wage equalization. In a number of our 
factories wage scales are drawn up in such a way as to practically 
wipe out the difference between skilled labor and unskilled labor, 
between heavy work and light work. The consequence of wage 
equalization is that the unskilled worker lacks the incentive to be- 
come a skilled worker and is thus deprived of the prospect of 
advancement: as a result he feels himself a "sojourner" in the factory, 
working only temporarily so as to earn a little and then go off to 
"seek his fortune" elsewhere. The consequence of wage equalization 
is that the skilled worker is obliged to wander from factory to factory 
until he finds one where his skill is properly appreciated. 

. .. In order to put an end to this evil we must abolish wage equali- 
zation and discard the old wage scales . . . we must draw up wage 
scales that will take into account the difference between skilled labor 
and unskilled labor, between heavy work and light work. We can- 
not tolerate a situation where a rolling-mill hand in a steel mill earns 
no more than a sweeper.31 


Here again the existing situation was decribed in exaggerated 


fashion, but the new direction Soviet wage policy was to take had 
been laid down unmistakably. 


Wage Determination 
In the 1920’s trade unions played a very important role in setting 


29 Quated by Abram Bergson, The Structure of Soviet Wages, p. 187. Cam- 
bridge, Mass.: Harvard University Press, 1944. 

30 Thid., pp. 188-89. 

31 Stalin, Problems of Leninism, pp. 371-72. 
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wage rates and schedules. The Central Council of Trade Unions, 
representing all unions, set the maximum number of wage categories 
and the maximum percentage difference between highest- and 
lowest-paid workers in all industries. The actual wages to be paid 
different groups of workers in all industry, within the limits set 
by the higher authorities, as well as the classification of the industry's 
employees were set by the union in that industry after consultation 
with the administrative personnel of Peoples Commissariats and 
enterprises. On this basis the earnings of individual workers were 
determined by collective agreements between unions and manage- 
ment or on the basis of individual employment contracts.?? 

In the late 1920’s and early 1930's, however, the central govern- 
ment itself began to set more and more wage scales directly. Well 
before World War IJ, therefore, wages for virtually all types of 
employees were set by the central government as part of its com- 
prehensive economic planning, all direct influence of unions on 
wages being eliminated. Since then wages have not been subject to 
bargaining between workers and employers. Collective agreements 
reached between the two groups merely incorporate the rates set by 
state authorities. The Council of Ministers may approve wage sched- 
ules directly or authorize the head of a particular Ministry or Insti- 
tution to set them.?? In its economic planning, therefore, the govern- 
ment is able to determine the wages total for the economy and its 
branches by multiplying the planned number of workers by the 
rates of wages it has set. Wages are changed as seems necessary to 
effectuate government policy and achieve particular production 
ends, rather than in response to direct pressure from workers. For 
example, in order to attract more workers to a given industry, wages 
paid by it may be raised while others remain static. 

Most Soviet workers and employees are paid on the basis of a rate 
schedule consisting of several categories, each of which has a wage 
coefficient, that of the lowest category being one. The rate for a 
worker in any category is then obtained by multiplying the rate 
for the lowest category by the wage coefficient of the worker's 
group. Payment may be either on the basis of time worked or by 
piece rate, that is, per unit of product of work accomplished. Scales 
“32 Bergson, op. cit., pp. 170-71, and Gsovski, op. cit., Vol. I, p. 807. 
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are usually set so as to make it possible for workers receiving piece- 
rate compensation to earn more than those paid on a time basis, 
since the Soviet government believes that payment on the basis 
of production results tends to stimulate output. This may be illus- 
trated by the scale set for construction workers in 1940: 3 


Wage Category I Hi Il IV V VI VII 


Wage Coefficient ........... 10 117 140 171 215 275 3.66 
Time Rate in Rubles/Hour .. 3.84 4.49 5.38 657 826 10.56 13,82 
Piece Rate in Equivalent 

Rubles/Hour ............ 4.96 5.80 694 8.48 10.66 18.64 17.86 


The hourly piece rate is obtained in the following manner: each 
worker has an output norm setting the number of units of produc- 
tion he is to turn out per hour (or day, or week, as the case may be). 
This norm is multiplied by the payment per unit of output to get 
his hourly (or daily, or weekly) wage. Straight piece-work schedules 
give the worker a fixed payment per unit of product regardless of 
whether he falls below, equals, or exceeds his norm. Progressive 
piece-rate schedules pay a fixed amount per unit until the worker 
reaches his norm. Beyond that a higher rate is paid per unit of 
output, the higher rate sometimes ranging from a 10 per cent in- 
crease for small output in excess of the norm to perhaps a 100 per 
cent increase for exceeding the norm substantially. This progressive 
piece-rate system aims at creating a strong incentive for the worker 
to exceed his norm substantially. Under both the straight and 
progressive piece-rate systems, however, workers producing less 
than their norm receive proportionally less earnings. 

The above discussion has focused on individual workers’ piece 
rates, but collective piece rates also exist. These provide for a team 
or brigade of workers to receive a fixed total sum for the completion 
of some major task on which all are engaged. Piece rates were ap- 
plied in Soviet industry in the early 1920's, and by 1928 about 58 
per cent of all workers in large-scale industry were paid on that 
basis. By 1935 almost 70 per cent of all workers in large-scale in- 
dustry worked for piece rates.?5 In 1949, V. V. Kuznetsov, the head 
of all Soviet trade unions, reported that the majority of Soviet 
workers received payment on the basis of piece rates, including 71 


34 Aleksandrov and Genkin, op cit., p. 218. 
35 Sot. Stroi., p. 526. 
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per cent of those making machine tools, 83 per cent making cotton 
textiles, 84 per cent in the woolen goods industry, and 92 per cent 
in lumber milling. 

Premiums and bonuses are also paid workers and employees in 
an effort to stimulate improved work. Bonuses may be paid peri- 
odically as part of the wages of workers who reach specified quanti- 
tative or qualitative production goals, who economize on the use of 
raw materials or fuel, or who help lower the cost of production. 
Premium payments may also be made to those who show special 
initiative at their work, who help introduce technical improvements, 
or who perform assignments not entering into their usual duties. 
Bonuses may be paid from the director's fund discussed earlier or 
from a special premium fund at the disposal of top economic di- 
rectors, this special fund varying between Xi and 2 per cent of the 
total wages fund for the institution or economic organization in- 
volved. Bonuses and premiums apparently have a particularly im- 
portant role in the compensation of enterprise directors, engineers, 
technicians, and other supervisory officials who play a key role 
in seeking fulfillment or overfulfillment of state economic plans. 
Somewhat similar to the bonus system in its incentive effect is the 
institution of "personal rates." Persons of outstanding ability en- 
titled to such rates can negotiate for themselves salaries up to 150 
per cent of the government-fixed salaries of ordinary specialists in 
their field.** 

Since the beginning of the First Five-Year Plan, strong inflationary 
pressures have influenced the course of Soviet money wages and 
caused them to rise very substantially. Whether the sharp rise in 
average money wages has been accompanied by a corresponding 
increase in real wages seems dubious, in view of the rapid increase 
in prices for food and consumer goods during the 1930's and through 
1946, as well as the scarcities of these commodities and housing 
during most of the past two decades. Among the forces making for 
the rise in money wages have been: competitive bidding for labor 
between plants; government efforts to attract workers to non- 
agricultural jobs; the institution of incentive wage-rate systems 
such as straight and progressive piece rates, bonuses, and so on. 


36 Pravda, April 21, 1949. 
37 Aleksandrov and Genkin, op. cit., pp. 208-10. 
38 Ibid., pp. 214-15. 
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These forces have usually combined to send wages up more rapidly 
than provided for by government plan, so that wages in turn have 
tended to act as an inflationary force upon other parts of the Soviet 
price system. Some increases in wages, as in the mid-1930's and 
in 1946, were instituted in order to compensate workers partially 
for sharp rises in prices of goods they bought as the state sought to 
end rationing and to institute a system of unlimited sale of goods at 
higher fixed prices. The change in average annual money earnings 
of workers and employees in the Soviet economy is shown by the 
data below, in terms of rubles:?? 


During the late 1940's and early 1950's, until the first months of 
1954, virtually no information was published regarding over-all 
changes in average earnings of Soviet workers and employees. In 
January 1954, however, the economic report for 1953 reported a 
two per cent increase in average earnings over 1952. In April 1954, 
Mikoyan asserted that "the average money earnings of workers and 
employees of all industry, taken as a whole, has seriously increased 
and in 1953 was 219 per cent of the 1940 level." In May 1954, Trans- 
port Minister Beshchev reported that the "average earnings of the 
workers of railroad transport has grown more than twice in com- 
parison with the prewar level.” 4° 

In the light of the above, as well as of some other fragmentary 
evidence, it does not seem that we will be far off if we assume the 
1953 average annual earnings of Soviet workers and employees as 
being about 219 per cent of the 1940 average, 4,100 rubles. On this 
assumption the 1953 average earnings may be estimated as approxi- 
mately 9,000 rubles. Since it is likely that nonindustrial wages did 
. 39 Sources: Sot. Stroi., pp. 512-18; Abram Bergson, "A Problem in Soviet 
Statistics," The Review of Economic Statistics, November 1947, p. 236; Harry 
Schwartz, "Soviet Labor Policy 1945-1949," The Annals of the American Acad- 
emy of Political and Social Science, May 1949, p. 80; Itogi Vypolneniya 


Vtorogo Pyatiletnego Plana, p. 105. 
40 Pravda, January 31, April 27, and May 19, 1954. 
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not rise quite as rapidly as industrial wages from 1940 to 1958, this 
estimate of 9,000 rubles is probably somewhat too high. In using it 
to study real earnings in the section below, therefore, the result 
must be regarded as giving an upper limit. 


Real Earnings 
The data on money earnings given above are very misleading 
guides to changes in the purchasing power of workers’ incomes, 
since they do not take into account the great rise in prices since 
1928. It is difficult to correct satisfactorily for these price changes 
because of the lack of adequate price data and because of the Soviet 
government's failure to publish a cost-of-living index for most of 
this period. A somewhat more satisfactory insight into changes in 
real earnings may be obtained, however, by employing the index of 
state store food prices in Moscow discussed in Chapter XI above. 
The great importance of food in Soviet workers’ budgets suggests 
that it is not unreasonable to use an index of food prices as a crude 
measure of changes in living costs, particularly since changes in the 
most important ordinary consumer goods’ prices have usually been in 
the same direction as food price changes. If we use the Moscow 
food price index to deflate the money earnings figures given above, 

we obtain the following interesting results: 


Tase 59. Money Earnings of Soviet Workers Deflated by Food Price Index. 


Average Food Price Earnings in 
Annual Index Terms of 1928 
Year Earnings (1928 = 100) “Food Rubles” 

TODS Soe ee Ras 703 100 703 
1086.0: vox Ere erat 2,856 830 344.1 
10S T cecus ete stmt mas 3,047 835 363.8 
VOSS iste NETELIA T 3,467 858 404.1 
1040. 14 oss viec s 4,100 1,180* 347.5 
1948.4: 9b eL E Ow E 7,400 2,954 250.5 
ESS iste dics figvíeesesero aaa 9,0007 1,400 642.8t 


* January 1941. t Upper limit. 


Little precision can be claimed for the results above. 

An elaborate study of real earnings in the Soviet Union, 1928-52, 
was published by Janet Chapman in the May 1954 issue of the 
Review of Economics and Statistics. ' Though presenting data for 
four years only, this study took into account a wide selection of 
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food and nonfood commodity prices as well as the prices of key 
services. In addition the prices employed were weighted according 
to the relative importance of different goods and services in urban 
workers’ budgets in 1928 and 1937. The latter procedure was used 
because of the sharp change between 1928 and 1937 in the com- 
position of the standard of living of Soviet workers, a change that 
was primarily in the direction of a worse standard of living. This 
greater precision gives greater confidence in the results obtained 
by this study, though paradoxically two different sets of results 
emerged, the statistical conclusions differing with the use of 1928 
and 1937 weights. Taking 1928 as 100, the measures of the cost of 
living obtained by this study were: 


1928 weights 1937 weights 


100 100 
701 495 
2152 1559 
1444 1008 


Deflating annual money earnings by these cost of living indexes, 
the following indexes of real earnings were obtained with 1928 
as 100: 


1928 weights 1937 weights 


100 100 
58 82 
45 62 
T2 108 


After making allowances for the portion of workers’ earnings taken 
by taxes and by virtually compulsory purchases of government 
bonds, the following indexes of real earnings were obtained with 
1998 as 100: 


1928 weights 1937 weights 


1928....... eere 100 100 
1987....... eee 57 81 
19048....... eese 40 56 
1952........ eere 63 90 


The interpretation of these results in detail is obviously complex 
because of the differences resulting from the use of the two different 
weighting systems. Nevertheless a few major conclusions seem 
to emerge without difficulty, especially if we remember that 1987 
was one of the relatively prosperous years of the 1980's and that by 
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1948 much progress had already been made toward lifting the 
standard of living and real earnings above the terrible levels of 
World War II. 

First, after 1928 the level of real earnings in the Soviet Union 
plunged far downward, and not until a quarter of a century later — 
1952 or 1953 — did real earnings come even moderately close to 
or at most equal the 1928 level. 

Second, in the worst periods — the early 1930's and the years 

during and immediately after World War II — real earnings were 
probably half or even less than half the 1928 levels. 
. Third, from 1948 to 1953 real earnings rose consistently and 
sharply, the rise probably exceeding 50 per cent of the 1948 level. 
In part this resulted from increased production of food and con- 
'sumer goods; in part too, however, this rise was made possible by 
the confiscatory wiping out of much of the population's savings 
by the Monetary Reform of 1947. 


Differences in Earnings 


Wage differentiation in the Soviet economy exists among indus- 
tries and branches of the economy, as well as among various grades 
of workers in one industry or plant. The differentiation in average 
annual earnings among different branches of the economy and their 
changes over time may be illustrated by the following data in 
rubles: * 


Branch of Economy 1928 1935 
Large-Scale Industry ............eeeese 870 2,375 
Construction ....... essere 996 2,497 
Transport ....---s22ce+sseee ess rer 861 2,389 
Agriculture .....ssssesssecccsecsecre 290 1,566 

D Forestry «2k dee sa sje eiie aon apes 395 1,525 
Communications ............ eee 776 1,944 
SM Tah hee AE EPO ATAT AUAA ca ea Qua Du 783 1,851 
Restaurants: «eser vieni eiie 623 1,552 
Education’: «i: «esserci A 678 2,328 
Medical Services. « -« acere eye tais 638 2,249 
State Administrative Personnel .......... 903 8,946 
Banking. «cese eo irme e ee emi 981 2,664 
Entire National Economy ..........-.-+ 703 2,269 


. If we look at the most dynamic single branch of the economy 
during the 1930's, large-scale industry, we also find a rapidly chang- 
ing pattern of wages marked by strong differentiation among par- 


41 Sot. Stroi., pp. 512-18. 
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ticular industries. The trend of change among industries was such 
as to raise most sharply the earnings of workers in heavy industries, 
while those producing consumer goods found their wages lagging 
behind, as a reflection of the lower importance attached to them. 
Thus average wages of coal miners in 1928 were fourteenth in rank 
among seventeen branches of large industry; by 1935 they were 
fourth. On the other hand, printing workers’ wages fell from second 
highest in 1928 to eighth in rank in 1985, while shoe workers’ wages 
fell similarly from fourth to ninth place over the same period. In 
1985 the ranking of industries by wages, from highest to lowest, 
was: petroleum, electric power stations, metal-working and machine 
construction, coal, iron and steel, iron-ore mining, chemicals, print- 
ing, shoes, fur and leather, woodworking, cotton textiles, paper, 
wool textiles, clothing, processed food, and linen textiles.'? By the 
mid-1930's, therefore, the important wage advantage of heavy in- 
dustry over light industry must have given the former a substantial 
edge in the competition for workers. 

All the available evidence indicates that sharp differences exist 
among the earnings of different workers in the Soviet Union. These 
arise from differences in output and types of work performed. Pre- 
sumably inequality of earnings has increased substantially since 
Stalin's attack on equalitarianism in 1931, but comprehensive data 
are lacking since the mid-1930's. In October 1934 the distribution 
of earnings for wage earners and salaried workers in Soviet industry 
was as follows: ' 


Per Cent of Wage Earners and 
Salaried Workers Receiving 


Monthly Earnings in Rubles These Earnings 
Less than 60.1 4.7 
60.1 to 120.0 28.4 
120.1 to 180.0 80.5 
180.1. to 240.0 15.8 
240.1 to 300.0 9.0 
300.1 to 380.0 5.6 
380.1 to 500.0 8.8 
500.1 to 580.0 9 
580.1 to 660.0 5 
660.1to 780.0 E! 
780.1 to 940.0 2 
940.1 to 1100.0 Al 
Over 1100.1 .08 
42 [bid., p. 525. 


43 Bergson, The Structure of Soviet Wages, p. 228. 
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Prof. Bergson has pointed out that in October 1984 some Soviet 
workers earned less than 50 rubles while others received more than 
1,420 rubles, indicating that at that time the highest-paid Soviet 
workers got more than 28.3 times as much as the lowest-paid ones. 
Comparing the wage patterns of Soviet industries in 1928 with those 
of American industries in 1904, Prof. Bergson found them remark- 
ably similar, leading him to conclude that in both countries capital- 
istic wage principles had been paramount.‘ 

Inequality of earnings probably increased during World War II. 
The progressive piece-work system was extended to more workers. 
In the case of railway train and dispatch crews, the rate of payment 
for fulfillment of between 100 and 110 per cent of the base quota 
was twice the base rate, while triple rates were paid for achievement 
above 110 per cent of the quota. During the war, the monthly 
earnings of ordinary workers in all-union industry—primarily heavy 
industry—rose from 875 rubles in 1940 to 578 rubles in 1944, or little 
more than half. In the same period average earnings of engineering 
and technical workers rose from 768 rubles to 1,209 rubles. In the 
iron and steel industry in 1944, the average wage of engineering 
and technical workers reached 1,725 rubles, roughly three times the 
average for ordinary industrial workers. 

In the early postwar period, inequality of earnings was apparently 
reduced somewhat by the government decree providing for arbi- 
trary increases in wages, the highest rise going to the lowest-paid 
workers. These increases were intended to compensate partially 
for the approximate tripling of ration food prices in September 1946. 
The results may be illustrated by the machinery industries. Before 
the reform, two wage payment systems existed in these industries, 
one giving the highest-paid worker 3.2 times as much wage as the 
lowest-paid, and the other giving him 3.6 times as much. After the 
reform, these ratios were reduced to 2.1:1 and 2.65:1 respectively, 
a fact deplored by a Soviet analyst. The same writer pointed out 
that the incentive functioning of the graded wage system in the 
postwar period was weakened by the unjustified upgrading of 
workers. He cited plants where few or no workers received the 


44 Ibid., pp. 96, 129. 

45 A. E. Pasherstnik, "Problems of Legal Wage Regulation in Wartime," The 
American Review on the Soviet Union, May 1946, pp. 64-65. 

16 Voprosy Ekonomiki, No. 10 (1948), pp. 26-27. 
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lowest wage rates, while a more-than-justifiable number received 
a medium wage rate." 

Data on wages actually paid to individual workers in the postwar 
period are extremely fragmentary. Those published are usually. 
selected to emphasize the heights to which wages can go for workers 
who show outstanding production results. Published data are not 
a random sample showing the full range of variation of all workers’ 
earnings. Nevertheless these figures serve to point up the extremes 
of inequality of earnings during this period. It was indicated above 
that in 1948 the average annual earnings of all workers and em- 
ployees were about 7,400 rubles or not quite 620 rubles a month. 
Reports made public in 1948 and 1949 told of outstanding skilled 
miners receiving incomes of 5,000 to 10,000 or more rubles monthly.*$ 
At the other extreme it seems most likely that some workers earn 
under 300 rubles monthly, so that the extreme ratio between the 
highest-paid industrial workers in the USSR and the lowest-paid 
may well be 30:1 or even higher. College teachers are reported to 
receive between 4,000 and 5,000 rubles monthly, while heads of 
research institutes receive 8,000 rubles monthly. A member of the 
Academy of Sciences receives 5,000 rubles a month just by virtue of 
his position. Since many academicians also head institutes or 
laboratories, their monthly earnings are apparently 13,000 rubles, 
supplemented in many cases by royalties, prizes, consultants’ fees, 
and the like. Similar or higher earnings are received by top indus- 
trial and government officials, while authors of successful novels, 
plays, and other books probably receive even higher incomes than 
any of those mentioned above. Stalin Prize winners may get up to 
200,000 rubles, over 50 times as much as the annual income of the 
lowest-paid Soviet workers. 

Nonmonetary rewards and incentives also play an important role 
in spurring Soviet citizens on to increase their output and their 
qualifications. Outstanding workers are widely publicized and 
acclaimed as heroes who should be emulated. They are awarded 
decorations and honors, such as the Order of Lenin or the Order of 
the Red Banner. They are made Heroes of Labor. They are elected 
to the Supreme Soviet and other legislative bodies. Material rewards 

47 Ibid., pp. 28-29. 


48 CF., for example, Pravda, December 8, 1948; Izvestia, September 1, 1949; 
Trud, January 1, 1949; Zarya Vostoka, July 26, 1949. 
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are given them, such as preference in allocation of housing space 
or — during the period of greatest shortages during and after World 
War II— priorities in receiving food and consumer goods. The 
outstanding worker is more likely to get the right to a vacation in the 
Crimea or other resort area than the one who merely fulfills his 
quota. On the other hand, the backward worker often finds his 
name posted on a plant bulletin board with the objective of shaming 
him into improving his performance. Also he is likely to fare worst 
in the sharing of scarce housing and other resources. 

Appeals are made to the worker's loyalty to his factory or other 
production unit in order to increase productivity. Socialist competi- 
tions are held frequently between different plants, railroads, mines, 
or the like, the objective of these competitions being to attain the 
highest quantitative production, or the best quality output, or the 
Jowest cost, or some similar goal. Cash prizes were introduced dur- 
ing the war for plants winning all-union socialist competitions. 
These prizes provided bonuses for managerial and production 
workers. During the war, plants engaged in armament or iron and 
steel production were paid first prizes ranging up to 700,000 rubles 
for plants having more than 30,000 workers. In 1949 it was reported 
that, during each quarter of the year, 1,000 Red Banners and 2,500 
cash prizes were awarded to the victors in socialist competitions.” 
Such competitions may be called in honor of May Day or in honor 
of an anniversary of the Bolshevik revolution; or they may be 
initiated by one enterprise challenging all others of its type. The 
notion behind them is always that of utilizing the worker's team 
spirit to spur him on. Soviet press accounts often claim that these 
competitions arouse great enthusiasm among workers and spur them 
on to new achievements. At other times, however, the press com- 
plains that competitions are carried on only in the most formal sense, 
indicating that they sometimes mean little or nothing to the workers 
whom they are supposed to spur on to better performance. 

The Stakhanovite movement has also been used as a means of 
raising productivity. It was initiated in 1935, when Alexei Stakha- 
nov, a coal miner, set a new production record by reorganizing his 
own and his fellows work technique. His achievements were 
publicized throughout the country, and soon similar outstanding and 


49 Aleksandrov and Genkin, op. cit., pp. 210-11; Pravda, April 21, 1949. 


HIRED AND PRISON LABOR 547 


phenomenal production records were being chalked up by Stakha- 
novites in many different industries. Often these production records 
were made possible only by the creation of specially favorable 
conditions of work and by placing strains upon equipment far 
greater than those it was meant to stand, but in its propaganda the 
Soviet government cited the Stakhanovites’ production records as 
examples of what could be attained if workers tried harder and 
improved the organization of their daily routines. Work norms for 
all workers were raised several times in the late 1980's, the increases 
being justified in part on the basis of the much higher output 
achieved by Stakhanovites. The output of these outstanding workers 
is often many times the average of their fellows, many of whom lack 
the strength or the skill to emulate the record achievements. In 
the postwar period more emphasis has been put upon creating 
Stakhanovite work teams, but rewards to the large number of in- 
dividual Stakhanovites remain high. Enterprise directors are con- 
stantly urged to base production quotas for all workers upon the 
average of the best workers, rather than upon the simple average 
performance of all workers, good and bad. 

Speaking at the 1954 trade union congress, N. M. Shvernik, head 
of the Soviet unions, gave this picture of the problems facing ad- 
ministrators of the Soviet wage system as of the date he spoke, 
June 7, 1954: In some branches of industry, wage schedules were 
obsolete in view of changed production conditions. In many in- 
dustries wage scales offered workers little stimulus to improve their 
skills since wages of the least skilled workers were too close to the 
wages of the most highly skilled workers, while the differentials 
for workers doing particularly unpleasant and heavy work were 
only 15 to 20 per cent over the wages of workers working under 
usual conditions. He centered attention on a particularly serious 
problem in these words: 

The fact should also be noted that the planned and actual earnings 
of machinery construction workers are as a rule twice as high as 
the wage rates. Earnings steadily rise, but the wage rates in dif- 
ferent branches of production remain at the former level. Therefore 
in order to guarantee workers earnings in the range of average 
earnings, the administrators of factories bureaucratically establish 


deliberately lowered levels of output, norms which do not stimulate 
the growth of labor productivity. (Cf. Trud, June 8, 1954.) 


50 Gordon, Workers Before and After Lenin, pp. 171-76 and 406-9. 
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Elsewhere in his speech he hinted that this factor was at the root 
of the Soviet government's difficulty in having plant administrators 
adopt high output norms based on technological criteria rather than 
on average output. Where plants had been permitted to raise wage 
rates at the same time that they raised norms, he said, the per- 
centage of technically-based work norms rose greatly. The ab- 
surdity of the existing situation, he pointed out, was illustrated 
by the machinery industry, where workers were accustomed to over- 
fulfilling their work norms by 60 or 70 per cent as a matter of course, 
yet at the same time planned goals for raising labor productivity 
were not attained. 


Productivity 


At the beginning of the five-year plans in 1928, the productivity 
of Soviet nonagricultural labor was clearly far below that of workers 
in comparable occupations in the United States and Western Europe. 
Soviet equipment was antiquated, and the techniques employed 
were often obsolete. Hand workers predominated in many occupa- 
tions that had been taken over by machinery in other countries, 
while the influence of modern time and motion studies and other 
rationalizing techniques had been scarcely felt in the Soviet Union. 
Since that time much effort and expense have gone into the task 
of improving productivity. Tens of thousands of new modern ma- 
chines have been introduced in every production field. Time and 
motion studies and related techniques similar to those sponsored 
by Taylor and others in the Western world have been applied 
widely. Great pains have been taken to spur workers on to improve 
the intensity of their labor, to increase their skills, and to improve 
the quality of their performance. All these forces have undoubtedly 
done much to raise worker production per man-hour, although they 
have been applied under very difficult conditions. The great expan- 
sion of the nonagricultural labor force during the 1930's and the war 
and postwar convulsions in the labor market in the 1940's brought 
millions of untrained and unskilled new workers into factories, mines, 
and railroads. The speed with which productivity rose depended 
on the rate at which these new workers could be trained and as- 
similated into the work force. 

Soviet data on the average productivity in the 1930's and the 1940's 
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were obtained by dividing gross output in terms of 1926-27 prices 
by the number of workers. The deficiencies of these prices men- 
tioned earlier in this volume apply equally well to the measurement 
of productivity as to that of gross production. In both cases they 
tend to exaggerate the actual increase achieved. For this reason 
Soviet statements on productivity gains during the 1930's and 1940s 
are probably too high, though there is no question but that real 
gains of a substantial nature were made. The official claim is that 
between 1928 and 1940 productivity per worker in industry in- 
creased by more than 8.5 times, or at an average of about 11 per 
cent annually. The initial impact of the Nazi invasion upon the 
Soviet economy, with its attendant confusion, disruption, and 
changeover from civilian to military goods, must have reduced 
productivity substantially below the 1940 level. During the war 
itself, however, substantial gains were made from the original low 
levels. The Soviet claim is that productivity per industrial worker 
rose about 40 per cent on the average during World War II, the 
sharpest gains being made in armaments production, where produc- 
tivity is said to have risen 70 to 90 per cent.? This claim is no doubt 
also exaggerated, for the reasons indicated above, but it is clear 
that substantial if lesser gains must have been realized. Factories 
reconverted from, say, tractor to tank production undoubtedly pro- 
duced much more efficiently in 1944 than in 1941. A similar gain 
occurred in this country during the years of World War II. 

The Fourth Five-Year Plan called for labor productivity in in- 
dustry in 1950 to be 36 per cent above the prewar level. Initially, 
however, labor productivity in 1946 fell, as the result of the diffi- 
culties experienced in reconverting from war to peace production. 
This decline seems confirmed by the failure of the State Planning 
Commission to mention any increase in productivity in its report 
on economic progress during 1946. Increases of 13, 15, and 13 per 
cent in average labor productivity were reported for 1947, 1948, 
and 1949, respectively, as against each preceding year, or a total 
increase by 1949 over 1946 of 43 per cent. Productivity in 1946 was 
substantially below the prewar level, and not until 1948 was the 
— 81 Slovar-Spravochnik po Sotsialno-Ekonomicheskoi Statistike, p. 218. 

52 Sh. Turetsky, Proizvoditelnost Truda i Snizheniye Sebestoimosti v Novoy 
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prewar level of industrial productivity reported exceeded. Whether 
the prewar level would have been recorded as surpassed if a less 
inflationary measure of productivity had been employed is un- 
certain. At any rate, in 1946, in terms of the USSR's own indicator, 
industrial productivity was probably 20 per cent or more under 
that of 1940.5 

Before World War II, Soviet economists calculated the per capita 
output of industrial workers in other leading countries in terms of 
rubles and compared these figures with the corresponding ones for 
the Soviet Union. They expressed the average productivity of Soviet 
workers in 1928, 1932, and 1937 as percentages of the average pro- 
ductivity of American, British, and German workers in those years, 
and got the following results: 


Sovict Industrial Productivity as Per Cent of 


Year USA GREAT BRITAIN GERMANY 
1098 vive eee eee he en 16.2 55.8 44.6 
1989... LcocU eme vae ie e 26.2 70.7 60.5 
1997 o esos et oi itid ahs 40.5 108.1 97.0 


Full details of these calculations have never been made public, so 
their accuracy has not been subjected to proper check. Nevertheless 
the conclusion that in 1937 Soviet industrial productivity per worker 
was still well below half that in the United States seems unquestion- 
able. The comparisons with Great Britain and Germany seem more 
open to doubt. 

Supplementing these data for all industry, Soviet economists also 
compared worker productivity in particular industries. Soviet coal 
output per worker-hour in 1937, they found, was 67.4 per cent of 
the American, 106.4 per cent of the British, and 76.9 per cent of the 
German level. Soviet pig-iron output in tons per worker-year in 
1937 was 46.7 per cent of that in the United States, 128.2 per cent 
of the German level in 1935, and 142.6 per cent of the English level 
in 1936. Similar comparisons were found for other industries.” 

Soviet studies of the reasons for lower productivity in the USSR 
than the United States focused attention upon the great number 
of workers required in their plants to supplement those directly 


54 Schwartz, "Soviet Labor Policy 1945-1949," p. 77. 
55 Planovoye Khozyaistvo, No. 3 (1939), pp. 152-54. 
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engaged in production. In the automobile industry of the USSR, 
for example, such ancillary service employees were 55.8 per cent 
of the total in 1937. In 1929, they formed only 29.3 per cent of the 
workers in the United States automobile industry. Surface workers 
in the Soviet coal industry formed 24 to 25 per cent of the total, 
but were only 14 to 18 per cent of those employed in the United 
States.5° A comparison of the Soviet Kemerovskaya power station 
with the South Amboy station in the United States found that though 
the American installation produced somewhat more power and 
though both operated under much the same conditions, the Keme- 
rovskaya station employed 480 men, 9.5 times as many as the 
South Amboy plant. In the case of an American coal mine producing 
three times as much as the Kizelugol Trust in the Urals, a study 
showed that the latter had eleven times as many technical workers, 
twice as many miners, three times the number of surface workers, 
eight times as many office workers, and twelve times the number of 
supervisory officials. The Inland Steel Company in this country 
employed 9,200 persons to turn out 1,500,000 tons of steel annually, 
while the Soviet Dzerzhinsky plant used 20,000 workers to produce 
1,200,000 tons in 1939.57 Commenting on productivity differences 
between American and Soviet workers, an American engineer who 
worked many years in the USSR has written: 
The unfavorable comparison of the productivity of the Soviet worker 
with that of his American colleague is in no way an expression of 
Russian laziness or lack of dexterity. The Soviet worker as an indi- 
vidual does more physical work in his eight-hour shift than the 
American. But each department needs 50 to 100 per cent more men 
than a similar American department. The reasons are inferior quality 
or absence of automatic controllers for flows, pressures, etc., and of 
photoelectric and electronic equipment; inferior quality or absence 


of hand and machine repair tools; shortage of spare parts and ma- 
terials; and inferior organization. 

The American engineer can hardly realize the difficulties facing his 
Russian colleague. Small tools, a reasonable stock of spare parts, 
and the ready availability of parts not in stock are taken for granted 
in the U. S. The Russian usually has machines and equipment from 
the most widely separated sources, and no spare parts at all. In 
Voroshilovsk, for example, in the by-products department, we had 
pumps from Skoda, run by motors from Germany's A.E.G., some on 


56 Ihid., No. 9 (1939), p. 33. 
57 A. Yugow, Russia's Economic Front for War and Peace, p. 180. 
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Italian ball bearings and some on Swedish S.K.F. bearings. The 
steam pumps came from Worthington, in the U. S., while some 
small turbine pumps came from Britain's Metro-Vickers. Some 
relays came from G.E., and the motor controllers from Cutler- 
Hammer. No catalogues were available and, even if we had been 
able to select the necessary replacement or spare parts, currency was 
obtainable only under the most extreme circumstances.5? 


Soviet leaders are undoubtedly well aware of these weaknesses. 
Much of their current effort is directed toward raising productivity 
by improving the quality of equipment available to their workers 
as well as the efficiency of work organization. The increasingly 
wide introduction of assembly lines and related mass-production 
techniques in the past decade is illustrative of the moves being 
taken to improve industrial productivity both absolutely and rela- 
tively vis-a-vis the United States. Yet it is most significant that as 
late as September 11, 1950, Pravda found it necessary to print a 
long article complaining about the frequently low productivity in 
Sovict plants. In terms reminiscent of those employed a decade 
earlier, the article inveighed against the great dominance of hand 
workers in ancillary branches of production, such as loading and 
unloading, intra-plant transport, and the like. In many plants, the 
article revealed, such ancillary workers outnumber those employed 
in direct production, the same situation denounced before World 
War II. 

In any consideration of Soviet productivity, it must be remem- 
bered that at any given time the level of output per worker differs 
considerably between different plants in the same major industry. 
The best and most modern plants in the USSR probably enjoy a 
very high rate of worker productivity, perhaps equalling or exceed- 
ing that of some plants in the United States, while far worse pro- 
ductivity is obtained in less modern and less well-run factories. A 
vivid example of the differences in worker productivity among 
Soviet plants is provided by the following data on per capita iron 
and steel output for workers on blast furnaces and open-hearth 
furnaces in various plants in 1939.59 


58 Louis Ernst, "Inside a Soviet Industry," Fortune, October 1949, p. 172. 

59 Bardin and Banny, Chernaya Metallurgiya v Novoy Pyatiletke, p. 166; a 
very illuminating analysis of such variation is given in Voprosy Ekonomiki, No. 
6 (1950), pp. 30-40. 
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Pig Iron Steel 
Plant (METRIC TONS PER WORKER) 
Magnitogorsk Combine ........- 2,840 1,168 
Kuznetsk Combine ........ ee 2,324 - 1,889 
Krivoy Rog Plant — 
Zaporozhsta] ...... ++ eee cerns 1,074 
Azovstal «een renee 664 
Kirov Plant ...... eee 523 
Dzerzhinsky Plant & 529 
Petrovsky Plant........ ih 299 
Kramatorsk Plant 293 
Ordzhonikidze Plant...........- 707 400 
Frunze Plant ........... esses 6836 403 


In the data above, pig-iron productivity at Magnitogorsk was 
more than four times as great as that at the Frunze plant. The varia- 
tion in steel productivity between the Kuznetsk and Kramatorsk 
plants was almost five to one. Obviously, therefore, conclusions 
about Soviet productivity based on observations at one or a few 
plants may be misleading, while reliance on averages alone conceals 
the great differences between different plants. 

By the early 1950's, the official Soviet claims on the growth of 
productivity implied that man-year output of the average worker in 
large-scale industry was roughly five times as great as in 1928.9? 
That this must be regarded skeptically has been indicated above, 
although the fact of important productivity increase is of course 
indubitable. Prof. Galenson suggests that in 1950 Soviet produc- 
tivity was probably only moderately — perhaps 5 or 10 per cent — 
above that of 1940. The Soviet level of productivity in 1950 he 
believes may have been at most 40 per cent of the United States level 
for that year. For the future the outlook seems to be for a more 
rapid increase of industrial productivity than in the United States 
since, among other reasons, there is much greater room for such 
improvement in the Soviet Union than in the United States. By 1970, 
Prof. Galenson suggests, Soviet productivity is likely to be some- 
where between 49 and 65 per cent of United States productivity. 
The lower limit would result if, during 1950—70, Soviet productivity 
increases annually averaged only 3 per cent and United States 2 
per cent; the upper limit corresponds to Soviet and United States 


60 Walter Galenson, “Industrial Labor Productivity," in Bergson, ed., Soviet 
Economic Growth, p. 195. 
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percentages of 4 and 1.5 respectively. Such projections are specula- 
tive, of course, but they do indicate the probable direction of future 
trends.*! 

An important caution in studying Soviet labor productivity arises 
from the possibility that the data involved may have been computed 
in a manner which may make the published results misleading, that 
is, the data may contain other faults besides those arising from the 
past use of 1926-27 prices discussed earlier. That this is actually 
the case at one level of labor productivity computation is clearly 
indicated by the following extract from a speech at the 1954 Con- 
gress of the Soviet trade unions, a speech published in Trud, June 
18, 1954. 


In our view the existing manner of determining the level of labor 
productivity for an enterprise as a whole is incorrect. Now, when 
determining labor productivity, there are taken into account only 
workers belonging to industrial groups, while other categories of 
workers — clerical employees, service personnel, and the like, whose 
number is often as much as 35 per cent of the total number of 
workers at a plant — are not taken into account. 


Labor Unions 


Soviet labor unions differ in functions and objectives from similar 
groups in capitalist countries. They are completely creatures of the 
state, the employer of their members. As such their chief goal and 
purpose is to stimulate in every way possible the growth of pro- 
duction and worker productivity. They act as instruments of the 
state in administering social insurance legislation and helping to 
enforce legislation regarding industrial safety, housing, and other 
matters. Soviet unions are under the complete control of the same 
ruling Communist Party hierarchy that controls the USSR's govern- 
ment and economic system. Under these circumstances it is not 
surprising that strikes have been virtually unknown for over two 
decades, that wages are set by government order rather than by 
collective bargaining, and that some of the most repressive measures 
"© Ibid, pp. 212-18. It is interesting to note that not until 1951 did labor 
productivity in the Soviet coal industry as a whole regain the prewar level. 
Even in mid-1954, moreover, the prewar level of productivity had not been 


regained in such important sections of the coal industry as the Kuzbas, the 
Karaganda Basin, and much of the Donbas. Trud, June 8, 1954. 
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now governing Soviet workers have been announced by the govern- 
ment as originating in response to union wishes. The Soviet justi- 
fication for the "company union" character of these organizations 
derives from the assumption that the USSR is a workers’ state. It is 
argued that there can be no basic difference of interest between em- 
ployee and employer such as is normal in a capitalist economy. The 
Soviet emphasis on trade-union stimulation of production is de- 
fended on the ground that the real income of all workers can only 
be increased if production rises. Since there is no unemployment 
in the Soviet Union, it is argued, workers and their unions need 
not be afraid that higher production or technological advance will 
harm them, and therefore they need not follow the restrictionist 
or anti-innovation policies of unions in capitalist countries. It is 
impossible to tell whether ordinary workers in the USSR are con- 
vinced by these arguments, since under the conditions of Soviet 
life expression of contrary opinion is not permitted. The apparent 
lack of opposition to this type of unionism need not necessarily re- 
flect worker support or acceptance. 

It took more than a decade of debate and controversy after the 
1917 Bolshevik revolution, however, before the present philosophy 
of trade-union role and function became formally dominant. In 
the first five years after Lenin's seizure of power, several different 
viewpoints contested the issue. Trotsky, in a 1920 pamphlet, took 
a position similar to that which finally triumphed, arguing that since 
workers now controlled the state, trade unions should be merged 
with the government. He saw their new functions as centering 
primarily about the creation of an "atmosphere of productivity" so 
as to help the state gain its economic goals. He urged that Soviet 
unions wage war against the spirit of "trade unionism" — by this he 
meant the objectives and tactics of unions in a capitalistic society 
where the interests of workers are considered opposed to those of 
employers. Át the same time, Mikhail Tomsky, head of the Soviet 
trade unions, argued that unions must have a separate and inde- 
pendent existence apart from the state so that they could defend 
workers against the government administrators who were their direct 
employers. Lenin himself at times seemed to lean toward this latter 
position, for he told the Tenth Party Congress in March 1921: 


Ours is a workers’ government with a bureaucratic twist. Our pres- 
ent government is such that the proletariat, organized to the last 
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man, must protect itself against it. And we must use the workers’ 
organizations for the protection of the workers against their govern- 
ment.®2 


At other times, however, Lenin argued that the unions must be the 
“faithful ally” of the employing state, and he envisaged them as 
“reservoirs of state power, a school of communism, a school of 
management.” By this he apparently meant that trade unions 
should concentrate on indoctrinating workers, rather than on 
actually taking over administration of the economy itself as had 
been urged in the 1919 program of the Russian Communist Party. 
Under Tomsky’s leadership during most of the 1920's, Soviet 
trade unions did do much to defend workers’ interests, fighting 
particularly against excessive differentials between highest- and 
lowest-paid workers. The struggle between those who shared 
Tomsky's view that unions must emphasize the protection of the 
workers' interests as sellers of labor power, and those, like Stalin, 
who maintained that the unions must be instruments of the state 
emphasizing maximum worker productivity, came to a head in 
1928 and 1929. Tomsky and his supporters were removed from 
their positions and replaced by men like N. M. Shvernik, who 
supported Stalin's policies, so similar to those Trotsky had advo- 
cated a decade earlier. The official evaluation of the sins committed 
by Tomsky and his cohorts was put in these terms: 
Instead of mobilizing all the forces of the working class for the devel- 
opment of an increased tempo in socialist construction, for the ful- 
fillment of the Five-Year Plan . . . the old leadership of the trade 
unions gave precedence to the "defensive" work of the trade unions 
as against the problems of their participation in socialist con- 
struction. Through Tomsky the old leadership urged that "it is 
impossible at the same time to manage an enterprise on the basis of 
commercial cost-accounting and yet be the exponent and defender 
of the workers’ interests." . . . This was an expression of narrow 
"trade unionism.” 9 
The Sixteenth Congress of the Communist Party, held in 1930, set 
down the new conception of trade-union functions and objectives 
in these terms: 
^ €? V. I. Lenin, Sochineniya, 8rd edition, Moscow, vol. 26, p. 104. 
93 V, I, Lenin, Selected Works, vol. IX, p. 70. New York: International 


Publishers, 1948. 
91 Pravda, April 12, 1932. 
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Under the leadership of the party, the trade unions have now 
removed their bankrupt leaders and have begun a determined fight 
against the elements of "trade unionism" and opportunism in the 
trade union movement. Today the basic factor in energizing and 
improving the entire work of the trade unions must be Socialist 
competition and its offspring, the shock brigades. Socialist compe- 
tition and the shock brigades must become the primary concern of 
all the constructive activities of the unions. The problem of the 
trade unions is the organization of the Socialist competition and the 
shock brigades. 


Union Organization 


Soviet labor unions are organized on the industrial principle, 
that is, a union in a given field will include all workers employed in 
plants in the industry or industries within the union's jurisdiction. 
Thus there is one union for all metallurgical workers, another for 
coal miners, another for employees in all branches of lumbering, 
and so on. The jurisdictional scope of different unions has varied 
sharply from time to time, with the result that there have been 
great fluctuations in the number of individual unions existing in 
different periods. In the fall of 1937, the existing 47 unions were 
broken up into 154 smaller groups. In the fall of 1945 there existed 
168 unions in the USSR according to the report of the CIO group 
that visited there at that tíme. Thereafter another change in policy 
took place. The unions were reamalgamated, and in April 1949 there 
were only 67 individual unions. In general the number of unions 
has changed with changes in the number of government ministries. 
Thus, when many ministries were consolidated shortly after Stalin's 
death, many unions were again consolidated. 

Nominally, trade-union membership is voluntary, and a small 
fraction of Soviet workers are nonmembers. There is undoubtedly 
much pressure on workers to join, however. In addition, members 
have certain advantages over nonmembers, such as the right to 
receive greater social insurance payments, preference in admission 
to rest homes and sanatoria, free legal aid, and so forth. New 
members pay an initiation fee of 1 per cent of their monthly wage. 
Monthly dues since October 1958 have been 50 kopeks per 100 
rubles of earnings for workers earning up to 500 rubles; a somewhat 
smaller percentage of monthly earnings for those receiving between 
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500 and 700 rubles; and 1 per cent of earnings for those receiving 
700 rubles or more.9 

The growth of Soviet labor union membership has been roughly 
parallel to the growth over time of the number of nonagricultural 
workers in the USSR, and enrollment has varied between 65 and 
90 per cent of those eligible for membership. In January 1918 Soviet 
trade unions had 2,539,000 members, a number which increased 
to almost 11,000,000 by 1928. The rapid industrialization of the 
country in the 1930's was reflected in the fact that by the beginning 
of World War II there were about 25,000,000 union members out 
of more than 30,000,000 wage earners. In the postwar period mem- 
bership grew from 27,000,000 in 1947 to 28,500,000 in April 1949 
and to 40,420,000 by January 1, 1954.6 This represented a member- 
ship including almost 90 per cent of all 45,000,000 workers and 
employees in the Soviet economy then. Union leader Shvernik noted 
in June 1954 that the greatest percentages of eligible union members 
who did not actually belong were in the agricultural field (over 20 
per cent), among lumbering and paper workers (15 per cent), and 
among construction workers, that is, all fields in which seasonal 
workers make up relatively very high percentages of the labor force. 

No explicit data regarding the membership of particular unions 
seem to have been published for many years. An estimate of the 
membership of some unions can be made on the basis of the 
number of delegates they sent to the June 1954 trade union congress, 
assuming as seems likely that each delegate represented about 
30,000 members. The largest Soviet union was that of agricultural 
and farm requisition workers, with about 4,000,000 members; 
the railroad workers union had 3,500,000; the medical workers’ 
union had 2,400,000; and unions with about 2,000,000 members each 
included the food industry workers, consumer goods industry 
workers’, coal miners’, and cultural workers'.9* 

The structure of Soviet trade unions is pyramidal. The primary 
unit is the shop or factory group, the former in large enterprises. 
The branches of a particular union are combined into district, re- 
gional, republican, and finally all-union organizations, the latter of 
course being the national union itself. The branch meeting of 

95 Pravda, October 19, 1953. 


66 Entsiklopediya, cols. 1753-54; Pravda, April 21, 1949; Trud, June 8, 1954. 
87 Based on data in Trud, June 10, 1954. 
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members is the primary source of authority at the Jocal level, and 
its participants elect both a factory committee (or shop committee 
if it is a shop unit) and an auditing committee. The former attends 
to the locals business between branch meetings and the latter checks 
on the factory or shop committee's work. At the district, regional, 
republican, and all-union levels, conferences of elected delegates 
are held from time to time, and these elect corresponding district, 
regional, republican, and all-union committees to operate the organ- 
ization, as well as corresponding auditing committees. Thus each 
national union's central committee is at the apex of a hierarchical 
pyramid whose broad base is the multitude of local branches 
throughout the country. 


Integration of the different unions is also realized at all levels. 
The All-Union Trade-Union Congress — which under present rules 
must meet at least once every four years — includes delegates from 
all Soviet trade unions, and is nominally the ultimate source of 
power in general union policy. This Congress elects the All-Union 
Central Council of Trade Unions (AUCCTU), which functions be- 
tween congresses as the directing and policy-making body for the 
entire union movement. In the postwar period republican, terri- 
torial, and provincial trade-union councils were formed to integrate 
union activities in each area of the country. Earlier experience had 
apparently shown that lack of such coordinating groups resulted 
in many deficiencies in trade-union work.® 

Soviet trade unions are organized on the principle of "democratic 
centralism," by which is meant that all trade-union officials are 
elected by the membership or the membership's delegates, that 
decisions are made by majority vote, and that at any stage in the 
hierarchial pyramid the decision of a higher body (say, a republican 
organization or the all-union central committee of a union) is bind- 
ing on all units subordinate to it. In actual practice control of the 
trade-union organization is highly centralized, but the adherence 
to democratic practices—as distinguished from merely democratic 
forms—has often been poor. Perhaps the most striking example of 
this was the failure to hold any All-Union Congress of Trade Unions 
for seventeen years, between 1932 and 1949, a period in which many 
major decisions were made and executed without any direct refer- 


68 Pravda, October 16, 1948. 
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ence to the membership's wishes. In 1935 the Soviet press raised 
a hue and cry about the lack of democracy in the trade unions, 
revealing that many officials were appointed rather than elected and 
that these officials often abused their power.? Reforms made then 
apparently did not end bureaucratic violations of trade-union de- 
mocracy, for such complaints have frequently appeared in the Soviet 
press since then." In any case, of course, the Communist Party 
leadership controls the trade unions and bends them to its will, and 
no effort is made to poll the membership before major decisions are 
taken. The Tenth All-Union Congress of Trade Unions, which finally 
took place in April 1949, saw no complaints voiced about the failure 
to meet for almost two decades. There was no free debate about 
union policy at this congress either. The eleventh congress met in 
June 1954. 


Union Functions 


The 1949 statutes and bylaws of Soviet trade unions set down nine 
categories of functions for these organizations, functions which were 
not essentially altered at the 1954 congress. These follow together 
with comment on them: 7 


l. Organize socialist competition of workers and employees for ful- 
filling and overfulfilling state plans, increasing the productivity 
of labor, improving the quality and lowering the cost of production. 


This, we have seen above, is the primary function. Not infrequently 
attention has been focused so single-mindedly upon this function 
that trade-union officials have neglected to protect the interests of 
workers. 


2. Participate in planning and regulating wages of workers and 
employees, in devising a system of wages guided by the socialist 
principle of pay according to amount and quality of labor; strive to 
introduce new progressive output norms; keep track of the correct 
calculation of labor and the application of piece-work and progres- 
sive bonus pay for labor. 


It will be noted that there is no mention here of trade-union nego- 
tiation with employers regarding wages, but merely of participation 
$9 Gordon, op. cit., pp. 110-18. 
10 See, for example, Trud, October 28 and November 16, 1948. 


11 Trud, May 11, 1949. An English text of these statutes and bylaws is given 
in the Current Digest of the Soviet Press, May 31, 1949, pp. 26-32. 
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in devising wage scales that will have maximum incentive effect. 
There is little information on the extent, if any, to which trade-union 
leaders actually influence Soviet government wage policy and act as 
advocates of workers’ interests in the formulation of the economic 
plan that sets the over-all amount and division of total wages paid. 
It is clear, however, that in practice this provision is intended to 
spur union officials at the local level to be constantly alert for means 
of changing the wage payment system in particular enterprises so as 
to strengthen its incentive nature. In current practice, Soviet wage 
scales are set by the government agencies that employ workers in 
accordance with over-all government wage policy. Wages are not 
and may not be disputed by unions at the local level once they have 
been promulgated. 

3. Help workers and employees to raise their production and busi- 

ness qualifications; spread the work-experience of leading workers 


and employees, the innovators in production and science, and assist 
in introducing progressive techniques in industry. 


4. Conclude collective agreements with the administration of en- 
terprises. 

The collective agreements referred to in this paragraph are the 
Soviet equivalent of the agreements reached between free trade 
unions and employers. In the 1920's and early 1930's, these agree- 
ments were widely concluded between unions and enterprises 
throughout the USSR's economy. From 1936 to early 1947, however, 
collective agreements apparently vanished, a phenomenon explained 
by Soviet writers in these terms: 

Experience has shown that the restoration of the practice of con- 
cluding collective agreements is not expedient. The collective agree- 
ment as a special form of legal regulation of labor relations of workers 
and employees has outlived itself. {Italics in original] Detailed reg 
ulation of all sides of these relations by normative acts of govern- 
mental power does not leave any room for any contractual agreement 
concerning one labor condition or another.7? 

In March 1947 the practice of concluding such collective agree- 
ments was resumed by order of the Presidium of the All-Union 
Central Council of Trade Unions, which listed the objectives and 
subjects to be covered by these agreements in the following order:* 
increasing productivity of labor; improving the wage system as a 


72 Aleksandrov and Genkin, op. cit., p. 106. 
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stimulus to higher production by substitution of piece rates for time 
rates and more intensive use of work norms based upon technical 
possibilities rather than average performance; programs for training 
workers and technical personnel; methods for improving labor disci- 
pline; measures to improve safety of working conditions; methods 
of improving plant recreational facilities. The level and amount 
of wage rates are not a subject of negotiation in the making of these 
agreements, since rates fixed by the state are mandatory. Collective 
agreements have been concluded annually each year since 1947, 
unions assuming obligations for raising productivity and manage- 
ments promising to improve various aspects of working and living 
conditions. Checkups on the observance of these agreements have 
frequently revealed failures to observe the obligations and promises 
made in them. In 1948, 40,000 collective agreements were con- 
cluded, covering some 17,000,000 workers and employees. In 1953, 
about 53,000 collective agreements were concluded, probably cov- 
ering 20,000,000 or more workers.** 


5. Carry out control over the condition of labor safeguards and 
safety techniques in enterprises and institutions; participate in set- 
tling labor disputes; conclude agreements with the management of 
enterprises regarding the method of expending resources on mea- 
sures for safety techniques and labor safeguards. 


Supervision of safety measures in enterprises of all kinds is per- 
formed by trade-union inspectors, whose duty it is to recommend 
changes and improvements where required. The above paragraph 
also indicates that labor disputes do occur in the USSR and have 
to be settled. Strikes as a means of settling such disputes are virtu- 
ally unknown in the USSR. There is no legal prohibition against 
strikes, but severe punishment would undoubtedly be meted out to 
a union official or anyone else who called an unauthorized work 
stoppage. One of the few examples noted in the past two decades 
of an incident resembling a strike took place in early 1946. After 
two years of attempting to secure badly needed improvements in 
safety precautions, an inspector of the Electrical Workers Union 
ordered workers to walk out temporarily. But this demonstration 
may have been officially arranged so that it could be publicized as 
an example of Soviet workers’ freedom to strike.75 

73 Trud, March 16, 1947. 
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Most labor disputes in the postwar period are said to arise over 
improper implementation of labor laws, factory rules, or collective 
or individual labor agreements, as well as over “unjustified demands 
of individual unscrupulous workers." Wage rates, hours, and work- 
ing conditions are determined by law and are not subject to dispute. 
Workers having grievances submit them to their shop or factory 
committee, as the case may be, which investigates the matter. If 
the complaint is found to be justified, management is asked to cor- 
rect matters. In this way, it is claimed, most disputes are settled. 
If management fails to mend matters, the dispute is usually taken 
to the shop or factory Rate and Disputes Commission (in Russian, 
this is termed the Rastsenochno-Konfliktnaya Komissiya, or RKK 
for short), which is usually composed of two representatives each 
of workers and management. The commission holds a public hearing 
on the matter and then reaches a decision, which must be unanimous 
if it is to be binding. If the commission disagrees, the dispute can 
be taken to public courts. À unanimous decision of the commission 
can be appealed to higher trade-union organs, which may confirm 
it or annul it; in the latter case the matter is directed back for re- 
consideration to the original commission or is sent to the people's 
courts. If the commission's decision is affirmed through all appeals 
procedure, management becomes subject to legal prosecution if it 
fails to carry out the decision.” 

6. Direct state social insurance, determine and issue relief (pay- 
ments) to workers and employees for temporary disability, strive for 
better organization of medical aid for workers and for safeguarding 
the health of women and children, build sanatoriums and rest homes, 
organize mutual loan societies, participate in allocating living space 
in housing belonging to enterprises and institutions, exercise mass 
control over fulfillment of plans for housing and cultural construc- 
tion, the work of restaurants, shops, municipal welfare enterprises 
and transport. 

In administering the complex system of Soviet social insurance, 
including disability payments, old-age pensions, and the like, trade 
unions act as agents of the government and distribute funds from the 
state budget appropriated for these purposes. The unions took over 
this function in the early 1930's, when the People's Commissariat of 
Labor was abolished. Using their own and government funds, Soviet 
trade unions build and operate numerous sanatoria, rest homes, and 
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children's camps. Union inspectors check the work of the distribu- 
tive system to help insure its proper operation. In conducting these 
activities, Soviet unions exercise a great deal of influence over the 
welfare of all workers, expending large sums and employing many 
persons in the process. This work is not always performed well, 
however, as complaints in the Soviet press testify. 


7. Help members of trade unions to raise their ideological-political 
and generaleducational standards, spread political and scientific 
knowledge, conduct widespread production-technical propaganda, 
form clubs, houses and palaces of culture, Red corners and libraries, 
and develop among the workers and employees mass amateur art 
participation, physical culture, sports and touring. 


In early 1949 Soviet trade unions operated 8,000 clubs, homes of 
culture, and palaces of culture; over 8,000 libraries; more than 5.000 
movie units; and over 4,000 stadiums, gymnasiums, sports fields, 
swimming pools, and ski runs.77 


8. Draw women into state, industrial and social life; help workers 
and employees in the communist education of children. 


9. Appear in the name of workers and employees before state and 
Social agencies on problems on labor, living conditions, and culture. 


From this recital of Soviet trade-union functions, it is apparent 
that their activities are both more comprehensive in some directions 
and less comprehensive in other directions than those of unions in 
the United States. They are not independent organizations of 
workers. Their influence upon the centralized formulation of wage 
policy and the centralized decisions regarding the allocation of the 
national income is obscure, and presumably is never at variance 
with state policy. On the other hand, to the extent that they 
force enterprise managements to observe safety regulations and 
other measures protecting workers, they do exercise an important 
influence. As the administrative agency for state social insurance, 
trade unions perform functions confined to government agencies in 
capitalist countries. Their cultural and welfare activities resemble 
strongly functions undertaken by some unions in this country, such 
as the International Ladies Garment Workers Union. But in the 
forefront of Soviet union consciousness at all times is the obligation 
to spur production. When contradictions arise between the demands 


7" Pravda, April 21, 1949. 
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of increased production and workers' interests, it is the former that 
frequently triumphs, as evidenced by union assent to such measures 
as the higher postwar work week, strict labor book requirements and 
other control over workers, and by many reports in the Soviet press 
of union neglect of workers' safety or welfare. All too often, ap- 
parently, trade-union officials have looked the other way when 
enterprise directors have required illegal overtime or Sunday work, 
have failed to build promised housing, have not provided proper 
rest or safety facilities, and the like.? It is a commentary on the 
situation that the Soviet government has had to remind union officials 
from time to time that they must protect workers as well as advance 
output. 

The thesis that a free trade-union movement devoted primarily 
to the immediate interests of its members is incompatible with a 
planned economy is one that the Soviet Union’s experience would 
seem to support though not necessarily to prove. What is clear is 
that in the late 1920's Stalin and his supporters reached the con- 
clusion that a worker-oriented union movement would be incom- 
patible with the high rate of industrialization and the consequent 
sacrifices in consumption toward which the five-year plans were 
directed. The difficulties experienced by the British labor govern- 
ment in restraining union wage-increase demands in the postwar 
period are probably indicative of the troubles that would have 
plagued Soviet planners after 1928 if the union movement had 
remained under Tomsky’s control and had pursued an independent 
policy reflecting workers’ aspirations. As it was, deprived of the 
ability to strike or otherwise take collective action in protest against 
the low standard of living to which they were subjected in the 
1930's, millions of individual workers showed their dissatisfaction 
by moving from job to job, until state controls were made sufficiently 
stringent to stop this unorganized type of resistance. Along with 
collectivization of agriculture, therefore, the subjugation of the 
labor unions and the application of coercive restrictions upon 
workers’ liberties have been most important factors in the rapid 
economic development of the USSR since the late 1920's. 


78 Cf. the typical complaints in Trud, April 18, 1948; September 2 and Oc- 
tober 16, 1949; Pravda, October 16, 1948; and Trud, June 8-15, 1954. 
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Prison Labor 


We have seen above that there is an important element of coercion 
in all Soviet labor relations. A worker may not leave his job without 
his employer's permission; graduates of the Labor Reserve Schools 
and all universities and technical institutes must work for several 
years after their graduation wherever the Soviet government assigns 
them; large numbers of peasants are conscripted annually to do ob- 
ligatory work in repairing roads; and so on. The ordinary Soviet 
worker must be punished if he is absent from work without a legally 
acceptable reason or if he is late to work, and there are other restric- 
tions that severely limit his freedom. But these controls and limita- 
tions characterize what is normally termed the free hired-labor 
force in Russia. In addition to this group there are also a significant 
number of prison and forced laborers. 

The topic of prison labor in the Soviet Union is probably the most 
controversial in the entire area of Soviet economics. It is also the 
subject on which reliable and comprehensive information is most 
difficult to obtain. The matter has been a cause for warm interna- 
tional dispute in the early 1930's and since World War II. In the 
former period efforts were made in a number of countries to secure 
prohibitions against imports of Soviet goods on the ground that these 
were produced by forced labor. In the more recent period the sub- 
ject of prison labor in the Soviet Union has been hotly debated 
before the United Nations, and both official and unofficial demands 
have been raised for comprehensive investigation of the situation 
within the Soviet Union. These demands have been refused by the 
Soviet government. In the early 1930s some foreigners were al- 
lowed to inspect Soviet prison labor camps and came back with 
reports that the importance and nature of this type of labor had been 
much exaggerated and distorted abroad.'? The reports of these 
observers have been challenged by some writers, who point out 
that it would have been simple for the Soviet authorities to alter 
true conditions in any area before the foreign delegation arrived 
there. As a result, it is alleged, these observations must be discarded 
entire]y.5? 


79 Joseph Freeman, The Soviet Worker, pp. 259-63. New York: Liveright, 
1932. 


80 D. J. Dallin and B. I. Nicolaevsky, Forced Labor in Soviet Russia, pp. 
224-95. New Haven: Yale University Press, 1947. 


HIRED AND PRISON LABOR 567 


Because of the controversial nature of this subject, it seems wise 
to begin with an indication of the nature of the evidence upon which 
current belief that large numbers of prison laborers are used in the 
Soviet Union rests. It is known first, that Soviet law provides that 
the Ministry of Interior (formerly known in Russia by its initials 
NKVD and now known as MVD) has the authority to send indi- 
viduals to prison in "camps of correctional labor," to exile them to 
a definite locality in the Soviet Union with or without confinement, 
or to prohibit residence in certain places.*! The official Soviet posi- 
tion seems to be that these correctional labor camps are simply 
prisons in which law breakers are confined, given useful work to 
do under humane conditions, and thus re-educated into socially 
useful citizens. While no official statistics on the number of these 
prisoners have been published for many years, Soviet statements 
seem to imply that the number of prisoners is not excessive and 
compares relatively favorably to the number of prisoners in other 
countries, who are also required to do work of various kinds while 
serving their terms. 


As against this official position of the Soviet government, there 
exists widespread belief that the USSR has millions of prison 
laborers who are put to work under extremely harsh conditions, with 
the result that many die or are permanently injured before they 
have finished their terms. Reports to this effect, which circulated 
abroad in the 1920's and 1930's, were to a large extent based on the 
accounts of individuals who had fled from the Soviet Union and 
who claimed to have been incarcerated in these camps. Some of 
these reports may have been exaggerated by groups interested 
either in stimulating dislike of the USSR or in limiting competition 
from Soviet exports. Nevertheless, from the present perspective it 
seems clear that many of these accounts were true in all essentials, 
though they were often received with incredulity by the outside 
world because of the difficulty in documenting them and because 
of the unbelievable character of the conditions described. Since 
World War II, however, the outside world has received a much 
more abundant stream of information about this aspect of Soviet 
life. Today both its existence and great importance seem beyond 
doubt. The evidence has come from literally thousands and tens 
of thousands of persons who spent some time as forced laborers in 


81 Gsovski, op. cit., Vol. I, pp. 238-39. The New York Times, July 23, 1949. 
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these camps and then later reached the outside world. Many of 
these individuals were Polish nationals who were living in eastern 
Poland when it was taken over by the Soviet Union in 1939. At 
first sent to forced-labor camps, where they remained for some time, 
these individuals were freed after the Soviet Union entered World 
War II against Germany and concluded an agreement with the Free 
Polish Government providing for their release so that a Free Polish 
army might be formed in Iran.*? In addition to the accounts of 
these Polish citizens, the outside world has received similar accounts 
in recent years from many Soviet citizens who had been imprisoned 
in forced-labor camps and who were able to flee the Soviet Union 
after the Nazi invasion of 1941.8 There are also occasional refer- 
ences to forced laborers in Soviet publications that suggest they are 
a significant group. Thus a Soviet statistical dictionary has this 
reference: 


The wage fund is calculated, however, not only for hired workers 
and employees and cooperative artisans, but also for military per- 
sonnel and other categories who are not free workers.! 


The volume of this assorted evidence, combined with the blanket 
refusal of the Soviet government to permit outside investigation 
since World War II of the truth or falsity of these reports, raises 
a most strong presumption that forced labor is a significant factor in 
the USSR's economy. 

The number of prisoner laborers in the USSR and changes in that 
number over past years are not known with any precision because of 
the natural reluctance of the government of the USSR to release 
statistics on this topic. Estimates by various observers in recent 
years have varied widely, ranging from one to two million to over 
20 million persons. In some cases efforts have been made to estimate 
this figure by compiling lists of prison camps, on the basis of inter- 
views with former forced laborers, and then multiplying the number 
of camps found in this fashion by some estimated number of pris- 
oners per camp. Another approach has been through analysis of 


82 The experiences of these Polish citizens is best summarized in the collective 
work, The Dark Side of the Moon, and also in such accounts of individual ex- 
periences as Gliksman, Tell the West. 

83 See the typical account in V. Petrov, Soviet Gold, passim. New York: 
Farrar, Straus, 1949. 

84 Slovar-Spravochnik . . ., p. 213. 

85 Dallin and Nicolaevsky, op. cit., pp. 49-87. 
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Soviet data on wages and employment, utilizing the fact that pub- 
lished Soviet statistics on the total wage fund of the economy show 
that this figure is substantially above the product of the number of 
hired workers and employees and the average annual earnings. The 
difference between the wage fund and the product described above 
is apparently due to wages paid military personnel and unfree 
workers as indicated in the quotation cited above. But these and 
other methods of estimation require that arbitrary assumptions be 
made at one point or another and are therefore incapable of giving 
more than very approximate results. 

The prisoners sentenced to forced labox are.apparently.of three 
kinds: ordinary criminals, officials and others who violate Soviet 


economic laws, and political prisoners. The e latter, who are usually 
alleged to be the great majority of these unfortunates, include. per- 
sons who have expressed political opinions at.variance with those 
approved by.the Soviet regime, farmers who.have.resisted collectivi- 
zation, members of nationality groups distrusted by the Soviet gov- 
ernment, persons who carried on illegal religious activities during 
the period of violent government opposition to religion, and the like. 
Some sources claim that at various times the MVD has arrested 
large groups of people simply in order to augment its supply of 
forced laborers, though none of the arrested group was guilty of 
any crime, even in the broad Soviet concept of that term. In the 
postwar period an important component of the forced labor group 
has consisted of German, Japanese, and other prisoners of war, as 
well as dissident citizens of areas in Eastern Europe and Asia that 
were occupied by the Red Army at the end of World War II. Large 
numbers of Poles, Estonians, Latvians, and Lithuanians have also 
apparently been deported from their homelands in the postwar 
period and added to the ranks of this group. 

À most important advance in public knowledge of Soviet slave 
labor took place in late 1950 when the United States government 
released a secret document, the 1941 economic plan of the USSR.*' 


59 Harry Schwartz, "A Critique of 'Appraisals of Russian Economic Sta- 
tistics. " Review of Economic Statistics, February 1948, pp. 38-41. 

87 This document is the Gosudarstvenny Plan Razvitiya Narodnogo Khoz- 
yaistva SSSR na 1941 God. A photo-lithoprint reproduction has been published 
by the American Council of Learned Societies as No. 30 of its series of Russian 
reprints. An interesting, but not entirely convincing, effort to compute the 
number of Soviet slave laborers on the basis of data in this document was 
made by Naum Jasny in his article in the Journal of Political Economy, 
October 1951. 
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This material had been originally captured by German forces and 
then by western troops. It gave for the first time something ap- 
proaching a comprehensive—though not complete—picture of the 
economic importance of the secret police agency, the NKVD (the 
Ministry of Internal Affairs now known as the MVD). 


This plan revealed that, among other functions, the NKVD was 
responsible for about one-sixth of all new construction in the USSR 
during 1941, for about 11 per cent of all Soviet lumber production, 
over 20 per cent of all railroad ties made in the USSR, 40 per cent 
of all chromium ore, over 5,000,000 tons of coal or about 5 per cent 
of the national total, all production in the growing Ukhta-Pechora 
oil field in the Far North, much consumer goods output, and so 
forth. The plan did not give a full picture of NKVD activities since 
it did not contain data on armaments output or production of raw 
materials geared most closely to armaments, such as non-ferrous 
metals, where slave labor is known to be most important. The plan 
gave no information on gold output nor did it throw any light on 
the very large area of NKVD activity where it acts as a subcontractor 
and labor supplier for other agencies. Despite these gaps, however, 
this plan—which Soviet authorities never intended the outside 
world to see—provides the most conclusive evidence yet available 
from Soviet sources that slave labor is a major fundament of the 
USSR’s economy. 

During World War II and the early postwar period, the condi- 
tions under which prison laborers lived and worked were almost 
unbelievably bad. Numerous descriptions by persons who served 
as forced laborers during this period told of semi-starvation as 
chronic, of great brutality, of incredibly bad lodging, and the like. 
Under these conditions, the labor productivity of these workers 
was inevitably low, their mortality rate was high, and the system 
was most uneconomic from any point of view save as a device for 
punishing political malcontents. Beginning with 1948 conditions of 
food, lodging, and the like were apparently somewhat improved; 
much greater stress was laid on offering prisoners economic induce- 
ments for higher productivity; and the operation of the forced-labor 
system took much more into account the fact that these prisoners 
could represent an economic asset. How changed conditions be- 
came is evident from reports we have of a major strike conducted 
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in the summer of 1953 by prisoners in the great Vorkuta coal area 
in northeastern European Russia.?? 

As late as June 1952 there was published indication of the con- 
tinued importance of slave labor in the Soviet Union. When the 
Soviet government announced the distribution of awards to individ- 
uals who had played a major role in helping to complete the Volga- 
Don Canal, the published list showed that among the recipients of 
the highest awards were the leaders of the MVD, a circumstance 
hardly explainable except on the hypothesis that slave labor was 
employed on this project. The fact that the list of awards did not 
identify these individuals’ connection with the MVD seems to 
strengthen this hypothesis. 

The limited amnesty for Soviet prisoners announced in late March 
1953 may have resulted in the release or the shortening of prison 
terms for some forced workers. The amnesty conspicuously omitted 
from its benefits those imprisoned for political opposition to the re- 
gime,..the. "counter-revolutionaries" whom. all xeports indicate are 
the main group of forced laborers. The softening of Soviet labor 
laws and of the harsh discipline they impose upon Soviet workers, 
farmers, and military personnel was promised in the original am- 
nesty. But a year after this promise was issued publicly there was no 
indication that any such changes of the law had actually taken place. 

Some reports from foreigners who left the Soviet Union after 
Stalin’s death suggested that remaining forced-labor camps had 
been transferred from the Ministry of Internal Affairs and shifted to 
the Ministry of Justice as part of the shake-up following the purge 
of Lavrenti P. Beria in June 1953. There were also some other 
fragmentary indications of a shift of economic functions from the 
MVD to more normal governmental agencies. But as of the first 
months of 1954, the situation seemed obscure.9? 


88 Cf, the articles by B. Gerland in the New York Herald-Tribune, March 
1-8, 1954, and the extended interview with her in Sotsialistichesky Vestnik, 
February 1954. Her observations are substantiated also by Helmut Gollwitzer, 
Unwilling Journey. Philadelphia: Muhlenberg Press, 1954. 

89 An analysis of the forced labor situation in the Soviet Union by an 
observer who differs sharply with the conclusions suggested in this section will 
be found in Alexander Baykov, "A Note on the Economic Significance of Com- 
pulsory Labour in the U.S.S.R.,” Bulletins on Soviet Economic Development, 
Bulletin 7 (Series 2), December 1952, pp. 30-41. 
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Two International Comparisons 


The preceding discussion of the Soviet worker and his lot may be 
put in perspective by citing the conclusions of two studies comparing 
the position of the Moscow worker with British and American work- 
ers in the early 1950's. The first study, based on the observations of 
an Englishman who visited Moscow in the spring of 1952 and who 
carefully collected and analyzed many price and wage data, con- 
cludes as follows:?? 


It will be asked: how do the many families with monthly incomes of 
1000 rubles and less manage to live in present-day Moscow? Obvi- 
ously unless they consist of only two or three persons, they will be 
quite unable to afford anything so "luxurious" as the very austere 
Moscow “human needs" diet outlined in Table I. However, take 
away from this diet all the foods that, for an English person, would 
make the diet at all edible . . . and replace the calories thus lost by 
the cheapest carbohydrate foods, and the cost of the diet is reduced 
by about two-fifths. Something of this kind is probably the remedy 
applíed by the working class family with several dependent children 
and old parents. On the other hand, luxuries large and small are 
made and sold in Russia, and some of the minor ones are certainly 
quite within the reach of an exceptionally well paid worker with no 
or few dependents; but the masses are very poor by western stand- 
ards, and the great luxuries are reserved—as everywhere—for the 
rich. The average working-class family can afford little family life; 
husband and wife will be working each their 48 hours per week in 
factories, while their children are being looked after in a creche, 
or, very often, by the grandmother living with the family. Even with 
both parents thus working, a Moscow family will rarely attain the 
standard of living enjoyed by an English working class family in 
which only the husband is the bread winner while the wife devotes 
herself solely to her family. 


A Bureau of Labor Statistics study of the worktime required on 
the average—as of the spring of 1953—by workers in Moscow and 
New York, to earn enough to buy units of basic food and consumer 
goods, found that the Moscow worker had to work twice to 25 times 
as long to buy basic foods. For basic clothing items he had to work 
usually 8 to 20 times as long as the New Yorker.?! 

99 T. Schulz and P. Wiles, "Earnings and Living Standards in Moscow," 
Bulletin of the Oxford University Institute of Statistics, September and October, 
1952, pp. 324-95. 


8! Edmund Nash, "Purchasing Power of Soviet Workers, 1958," Monthly 
Labor Review, July 1953. 
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It may be noted that the British study cited above assumed that 
average Soviet earnings were somewhat higher than noted earlier 
in this book, while the Bureau of Labor Statistics assumed a some- 
what lower earnings figure. Nevertheless the agreed conclusion— 
that the living standard and real earnings of Soviet workers are far 
lower than those of their British and American counterparts—seems 
clear beyond doubt. 


CHAPTER XIV 


FOREIGN ECONOMIC RELATIONS 


Sover FOREIGN ECONOMIC RELATIONS consist of many 
varied activities: foreign trade, international financial transactions, 
foreign loans and investments, collection of reparations, tourism, 
participation in international postal and other communications ar- 
rangements, and so on. The USSR is a signatory to various interna- 
tional economic agreements and a member of some international 
governmental organizations dealing with economic subjects. 

The manner in which Soviet foreign economic relations are con- 
ducted and the objectives they serve reflect the political and eco- 
nomic structure of the Soviet Union. With insignificant exceptions, 
all these activities are conducted by agencies of the Soviet state. 
Foreign trade and financial transactions are integrated with the 
over-all economic plan of the USSR and are themselves carefully 
.planned. A government monopoly of foreign trade was instituted 
in April 1918 and has been in effect ever since. Usually goods have 
been sold or bought abroad for government account or for the 
accounts of government-owned enterprises whose independence is 
merely a legal fiction, as pointed out in an earlier chapter. In 
making decisions on foreign economic policy, the Soviet government 
takes into account political as well as economic factors. As a result, 
the Soviet regime does not necessarily. buy. in the cheapest market 
or sell in the dearest market, as would an independent entrepreneur 
operating under capitalist conditions. Before World War II, these 
facets of Soviet foreign economic policy differed considerably from 
the corresponding arrangements prevalent in most other countries 
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of the world. These different arrangements raised complex prob- 
lems for other nations and citizens of other nations doing business 
with the USSR. In more recent years, of course, state trading and 
direct government participation in foreign economic relations have 
become much more prevalent. 

The reasons for centralized government dominance of this area 
of Soviet life are both ideological and practical. Foreign trade and 
related aspects of international economic relations have long been 
regarded as among the most important “commanding heights” that 
any socialist state must hold if it is to control its entire economy. 


export policy can be based upon considerations deriving from the 
domestic plan rather than merely upon considerations of profitability 
in the light of fluctuating world market prices. Direct_government 
control and operation of all foreign economic relations are therefore 
most important means of insulating the domestic economy so far 
as possible from the fluctuations of the world economy as a whole. 
It may be pointed out, however, that experience has shown that this 
insulation is by no means perfect. — — A Nan 
When properly operated, this centralized system gives the Soviet 
regime important tactical advantages in dealing with foreign buyers 
and sellers. At any given time, the Soviet government knows its po- 
sition in relation to the rest of the world and each foreign country 
separately, thus greatly simplifying formulation of policy. This has 
been particularly important in the past two decades, when foreign 
currencies have not been freely interchangeable, raising complex 
problems of currency control and clearing in foreign trade. It also 
facilitates the utilization of foreign economic relations for political 
objectives. There have been times, however, when the USSR has 
sold goods abroad on consignment, thereby exposing itself to un- 
predictable price fluctuations. As the sole buyer and seller of goods 
and services for the USSR, the Soviet government has a strong bar- 
gaining position as against competing buyers and sellers in other 
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countries. There is no competition among Soviet buyers and sellers 
on the foreign markets to affect prices adversely from their point 
of view. 

Its monopoly of foreign trade permits.the Soviet government. to 
insulate its domestic price system from prices prevailing in world 
markets. The prices at which the Soviet Union buys or sells goods 
abroad need not and frequently do not have any close relationship 
to the prices of the same commodities in the Soviet Union itself. 
In advancing its economic interests abroad, the Soviet government 
is able to back them with all its political, economic, and military 
might, giving it substantial advantages frequently over individual 
foreign enterprises or weaker foreign states. In formulating and 
executing its foreign policy, the Soviet regime is not under the pres- 
sure of conflicting domestic interests such as those that exert so 
powerful and contradictory a set of influences upon, say, the tariff 
policy of the United States. Where and when necessary, the man- 
agers of the USSR’s economy can and do act against the interests of 
particular groups of Soviet producers and consumers in making de- 
cisions about foreign transactions. 

On the other hand, of course, there are disadvantages too. The 
lack of competition among Soviet buyers and sellers may mean 
reduced initiative and less favorable results on occasion. The prob- 
lem of coordinating all the manifold foreign economic activities of 
the USSR is no easy one, and confusion must sometimes affect op- 
erations. The fact that foreigners must do all their business through 
the Soviet government's agencies makes the USSR's foreign economic 
relations particularly vulnerable to political tensions between the 
USSR and other countries. As a result Soviet trade abroad has often 
been hindered by boycotts, blockades, embargoes, penalty rates, and 
other discriminatory restrictions arising from political causes. But 
whatever the advantages or disadvantages of the organization of 
Soviet foreign economic relations, it is clear that the USSR's regime 
regards that monopoly as an inseparable part of its planned eco- 
nomic system and has no intention of modifying it substantially in 
the foreseeable future. 

Viewed most generally, the primary obiective of Soviet foreign 
economic-policy. and activity has been the increase of the USSR’s 
political, economic and military strength by the use of foreign re- 
sources on unilaterally advantageous terms. The specific means em- 
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ployed to further this objective have differed from period to period 
in Soviet history, depending upon the circumstances at each time. 
Two. particular goals derived from this. general objective, deserve 
particular attention. In the economic.sphere Soviet policy for more 
than two decades has been directed at establishing maximum self- 
sufficiency. The effort to achieve such autarky required the importa- 
tion of large quantities of foreign materials, machinery. and technical 
posi upon the domete economy...As. the. Soviet economy de- 
veloped, goods formerly bought.abroad. were produced at home, and 
corresponding reductions were made. jn purchases abroad. 

In following this policy the Soviet government has put little value 
on the advantages arising from international divisi. abor, prizing 
more highly the security advantages of maximal domestic production 
of all commodities considered essential. Soviet export policy for the 
most part — but not exclusively — has been dictated by the require- 
ments for essential imports rather than by any desire to attain a 
maximum "favorable" balance of trade or payments. There are no 
private interests in the Soviet Union putting pressure on policy- 
makers to maximize exports and minimize imports; on the contrary, 
the pressures have been in the other direction for the most part. It 
is not surprising, therefore, that the Soviet Union has eagerly sought 
large quantities of goods in payment of reparations after World War 
II. This policy has differed sharply from that of many of the victor 
nations after World War I, when reparations in goods were in effect 
frequently refused because of the complaints of domestic interests 
adversely affected by such free imports. 

Second, the Soviet government uses foreign trade and other aspects 
of foreign. economic relations as weapons for.. increasing i y its s political 
influence or domination in weaker foreign countries. Before World 
War II, this factor was most noticeable in the Soviet foreign-trade 
policy in Asia, particularly Iran, Afghanistan, Turkey, Mongolia, 
Tannu Tuva, and Western China! The USSR utilized the advan- 
tages of its geographical position to absorb the surpluses of these 
nations and to make them dependent upon Soviet imports, dictating 
prices at which goods were exchanged and seeking to hinder eco- 


1 Violet Conolly, Soviet Economic Policy in the East, pp. 4-5. London: 
Oxford University Press, 1933. 
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nomic changes in these countries that might weaken Soviet influ- 
ence. In the postwar period this policy has been extended to all of 
Eastern Europe under Soviet domination, North Korea, and Com- 
munist China. . 

The Soviet government also uses trade as a weapon in political 
disputes with foreign countries, as in the case of the reductions in 
Soviet purchases ordered at various times in the 1920's and 1930's 
during political disputes with Great Britain? At times, too, it has 
conducted business with foreign countries in such a way as to aid 
local communist parties there. For example, in the spring of 1946, 
just before the French parliamentary elections, the USSR offered to 
sell 500,000 tons of grain to France, negotiating directly with 
Maurice Thorez, head of the French communist party and then a 
Vice-Premier in the French government? The Soviet refusal to join 
with the Western European nations in the Marshall Plan in the 
period following World War II was obviously influenced, in part, 
by the fear that its influence in its Eastern European satellite nations 
would be threatened if the Soviet Union and its satellites were to 
receive American aid through the European Recovery Program. 
Soviet economic pressure upon Yugoslavia both before and after 
the latter country's break with the Cominform in 1948 illustrates 
this facet of the USSR’s foreign economic policy. Yugoslavia's 
"hostile attitude" was cited by the Soviet government as the reason 
for reducing trade with that country in 1949 to one eighth of its 
former level. 


Foreign-Trade Organization 


The foreign-trade organization of the Soviet Union has undergone 
many changes over the more than three decades of that country's 
existence. We shall be concerned here primarily with the organiza- 
tion that has existed relatively unchanged since the mid-1930's. 

Pyramidal organization is common in the Soviet Union. Foreign 
trade follows this pattern. At the apex is the Ministry of Foreign 
Trade, which has direct control over all these activities and exer- 
cises general administrative, planning, and coordinating functions. 

2 Stella K. Margold, Let's Do Business with Russia, pp. 140-41. New York: 


Harper's, 1948. 
3 Schwartz, Russia's Postwar Economy, p. 86. 
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Among the more important activities of the Foreign Trade Ministry 
are the following: it negotiates international trade agreements and 
other economic pacts with foreign nations; prepares the foreign- 
trade plan annually and quarterly, in terms of amounts and kinds 
of commodities, countries of sale and purchase, and financial bal- 
ances; arranges for credits to be obtained from or given abroad; 
supervises the administration of Soviet customs; directs the activi- 
ties of all Soviet export and import agencies abroad; directs and 
coordinates the activities of procurement and sales organizations 
in the USSR dealing with commodities to be exported or imported; 
formulates regulations and issues authorizations for all aspects of 
foreign-trade activity. At the head of the ministry is a Minister of 
Foreign Trade, who is a member of the Council of Ministers. The 
activities of the Ministry of Foreign Trade are, of course, subordinate 
to the Party Presidium, the Council of Ministers, and other higher 
organs of the Communist Party and the Soviet government. Its plans 
must be integrated with the general economic plan and approved 
by the government before they go into effect.* 

Under the Foreign Trade Ministry there is a complex group of 
organizations that carry on the actual work required to realize the 
export and import plans of the Soviet government. The most im- 
portant of these are the monopolistic export and import organiza- 
tions and the trade delegations resident in foreign countries. Thus 
the ministry has a wide network of agents throughout the USSR 
and in virtually all foreign countries to transact its business. The 
monopolistic export and import corporations carry on the actual 
foreign trade of the USSR. As of the end of 1953, all but one of these 
corporations either export or import — or sometimes both export and 
import — specified groups of commodities to most countries of the 
world. One corporation, Vostokintorg, operates on a regional basis 
and handles all trade with Afghanistan, Outer Mongolia, and 
Sinkiang. In addition there are specialized organizations for ship- 
ping and tourism. Each organization handles all business falling 
within its jurisdiction, and foreign firms or individuals can effect 
transactions only with the appropriate Soviet state enterprise. 

These monopolistic organizations conclude contracts at home and 
abroad for procurement and sale of the articles assigned to them, and 


4 Baykov, Soviet Foreign Trade, p. 24. 


580 FOREIGN ECONOMIC RELATIONS 


their representatives are to be found in many different countries. 
Since the end of World War II, most Soviet business has been trans- 
acted abroad, though more important and particularly sensitive 
transactions have been conducted in Moscow, and Soviet furs are 
sold at auction in Leningrad in July of every year. These corpora- 
tions are nominally independent enterprises, having their own bal- 
ance sheets and bank accounts and operating on a commercial basis 
in accordance with the principles of economic accountability 
(khozraschet). As of the end of 1953, the following organizations 


were active in different fields.5 


Stankoimport. Exports and imports machine tools, ball and roller 


bearings, optical instruments, scientific equipment, and so forth. 


Mashinoeksport. Exports mining, oil well, metallurgical, power, 
electrical, chemical, food-processing, light-industry, and construction 


machinery and equipment. 


Mashinoimport. Ymports power, electrical, oil field, mining, pump- 


ing, and related equipment and machinery. 


Transmashimport. Exports and imports ships, rolling stock, and 


other transport equipment. 


Tekhnoeksport. Provides technical aid and equipment for projects 


abroad in virtually all branches of heavy and light industry. 


Promsyryeimport. Exports and imports a wide variety of ferrous 


and nonferrous metals and metal products. 


Tekhnopromimport. Exports and imports equipment and machin- 
ery mainly for consumer-goods industries as well as for communica- 


tions, laboratory, and medical purposes. 


Raznoimport. Imports and exports nonferrous metals, rubber, 


cable goods, technical rubber articles, and other goods. 


Raznoeksport. Exports clothing, durable consumer goods, to- 


bacco, cement, and some other goods. 


Soyuzpromeksport. Exports industrial chemicals, metallic ores, 


precious metals, fertilizers, nonmetallic minerals, and the like. 


Soyuznefteeksport. Exports and imports petroleum and petro- 


leum products. 


Eksportlen. Exports and imports many different textile raw mate- 


rials and textiles. 


Prodintorg. Exports and imports food and alcoholic products of 
many kinds, including caviar, canned goods, and wine, among 


others. 


Eksportkhleb. Exports and imports grains, grain seeds, grain prod- 


ucts, oil seeds and cake, and the like. 


Eksportles. Exports timber and timber products, newsprint, 


woodpulp, and pulp and paper products. 


5 Based on an official list released by the Soviet trade delegation in India. 
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Soyuzkhimeksport. Exports and imports chemical and pharma- 
ceutical products and naval stores. 

Mezhdunarodnaya Kniga. Exports Soviet publications and stamps. 
Imports foreign publications to the Soviet Union. 

Soyuzpushnina. Exports furs and fur products. 

Intourist. Handles all foreign travel arrangements in the USSR. 

Sovfrakht. Charters foreign and Soviet ships abroad and in the 
USSR and fulfills orders connected with marine shipment. 

Vostokintorg. Virtually monopolizes all Soviet trade with Outer 
Mongolia, Afghanistan, and Sinkiang Province of Communist China. 

Soyuzoneshtrans. A foreign-trade service organization which han- 
dles transportation of commodities by all means of transport, as well 
as loading, storage, insurance, and customs clearance of goods mov- 
ing in foreign trade.9 


In foreign countries the Ministry of Foreign Trade is usually rep- 
resented by a Trade Delegation. This is a fairly elaborate organiza- 
tion; it forms part of the Soviet Embassy and its three chief officials 
have diplomatic status. Organizationally the commission is a replica 
of the ministry. It represents the export and import corporations, 
acts as their agents, makes market surveys for them, and negotiates 
contracts with buyers and sellers for commodities offered or required 
by export-import organizations. In addition the trade delegations 
keep sharp watch over economic conditions and market opportuni- 
ties in each country and supply information about Soviet foreign 
trade needs and requirements to foreign firms" .In the United 
States, the functions of.a trade delegation are performed by the 
Amtorg Trading Corporation. Legally Amtorg.is a regular com- 
mercial corporation formed under the laws of the state of New 
York. All its stock, however, is owned, through the frequently 
rotated chairmanship of the board of directors, by the Bank for 
Foreign Trade in Moscow. Like trade delegations in other.countries, 
but without their official or diplomatic status, Amtorg negotiates 
and signs contracts with buyers and sellers for most. Soviet. .com- 
mercial transactions in the United States. The personnel of Amtorg 
includes representatives of the various export and import corpora- 
tions as well as representatives of several other economic ministries 
concerned with foreign tade. Amtorg officials were compelled in 
1949 to register their corporation as an agent of the Soviet govern- 
ment.? 


6 For an earlier list of Soviet foreign-trade organizations as of 1947, cf. 
Finansy SSSR za XXX Let, pp. 119-20. 

7 Baykov, op. cit., pp. 27-98. 

5 Margold, op. cit., pp. 52-55. The New York Times, December 9, 1949. 
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Planning Foreign Trade 


The annual and other foreign-trade plans of the Soviet Union 
consist of both material and financial balances somewhat similar to 
those composing the general economic plan of the country. It will 
be recalled that, in the general economic plan, material balances 
make allowances both for imports as part of the supply and for 
exports as part of the utilization of each commodity. Before World 
War II, the procedure seems to have been that the Soviet govern- 
ment first determined the irreducible minimum of foreign imports 
— of goods, technicians, technical information, and services — re- 
quired to achieve its plans. In this way the quantities to be imported 
and their approximate cost were determined. A roughly equal vol- 
ume of exports was then set by taking into account the fact that 
imports had to be paid for, except in so far as they could be financed 
by credits, gold shipments, or similar devices. The commodities to 
be exported, and the amounts of each to go to each country, were 
then determined in the light of the USSR's needs for its own produc- 
tion, also taking into account market conditions, prices, and demand 
abroad. For each commodity, therefore, the material balance of 
imports or exports would specify the amounts to be bought from or 
sold to different foreign countries, the total in each case being the 
total import or export item allowed for in material balances of the 
general economic plan. Even before World War II, however, poli- 
tical considerations were taken into account in determining these 
plans, as in the case of the systematic Soviet effort to obtain domi- 
nance in the markets of Middle Eastern and Asiatic countries. 

Since World War II, political factors have become much more im- 
portant. As early as 1949 it seemed most unlikely that foreign-trade 
plans were based primarily upon determination of minimum import 
needs and the selection of commodities to be exported in payment. 
Rather, Soviet interests in developing and dominating the satellite 
nations in Eastern Europe and Asia also undoubtedly played a 
major role in this planning. 

Paralleling the material balances, foreign currency and other fi- 
nancial balances are prepared to shape the financial relationships 
between the Soviet Union, the rest of the world as a whole, and 
each individual country with which the Soviet Union does business. 
These financial plans take account of all currency receipts and ex- 
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penses of the Soviet Union abroad, including not only those arising 
from merchandise and service transactions but also such items as the 
cost of maintaining Soviet representatives abroad, costs of borrow- 
ing, tourism incomes, and so on. The State Bank works closely with 
the Ministry of Foreign Trade in drawing up these financial plans. 
Before World War II, when Soviet foreign trade was largely of a 
multilateral character, financial planning was not directed at bal- 
ancing Soviet expenditures in each country with its income from 
sales made in that country, but rather at obtaining an over-all bal- 
ance with the rest of the world. This effort, of course, had to take 
into account the difficulties raised by the nonconvertibility of many 
foreign currencies. In the postwar period the increasingly bilateral 
nature of Soviet trade, as evidenced by the conclusion of many 
agreements providing for balanced annual exports and imports to 
and from particular countries, has narrowed the area in which a 
multilateral balance has been sought. Soviet postwar foreign finan- 
cial planning has also had to deal with the extraordinarily complex 
currency conditions prevailing after World War II, particularly 
the non-convertibility of sterling and sterling-based currencies into 
American dollars. 

Since the prohibition of exports or imports of rubles was insti- 
tuted in the late 1920's, all actual payments and receipts between 
the USSR and foreign countries have been made in foreign cur- 
rencies. Until 1950, bilateral trade agreements drawn up between 
the Soviet Union and other nations used the American dollar as 
the unit of account for determining both prices and the aggregate 
value of trade, though no actual payments were required if a balance 
of trade was achieved. The ruble was an entirely domestic cur- 
rency divorced from the fluctuations of prices and currencies in 
foreign markets. The arbitrary exchange value for the ruble set 
by the government from time to time had little or no practical sig- 
nificance, except for foreigners arriving in the Soviet Union who 
wished to convert their own currencies into Soviet money. From 
June 1937 to March 1, 1950, the ruble was officially valued in terms 
of foreign currencies by declaring 5.3 rubles equal to one dollar 
and then establishing the ruble values of other currencies in terms 
of their parities with the American dollar. This 5.3 ratio was main- 


* Condoide, Russian-American Trade, pp. 34-38, 45-49. 
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tained all through World War II and the years immediately after 
it, when the domestic purchasing value of the ruble was lower than 
at the time this ratio was initially set. The resulting gross over- 
valuation of the ruble had no effect upon Soviet foreign trade be- 
cause the ruble was not utilized in foreign transactions and do- 
mestic prices were set by the Soviet regime without regard to the 
prices for similar commodities in other countries. 

On March 1, 1950, the Soviet government announced a new gold 
value for the ruble, making it nominally equivalent to twenty-five 
cents. Instead of 5.3 rubles to the dollar, a new ratio of 4 rubles to 
the dollar was established. This move did not make the ruble a 
truly gold-backed currency, since gold cannot in general be ob- 
tained for rubles by private individuals in the Soviet Union. Nor 
did it remove the prohibitions against exporting or importing rubles. 
The immediate effect of this reform seems to be a tendency to use 
the ruble, not necessarily as the unit of account, but as the unit 
employed for public announcements of Soviet foreign relations with 
weaker nations, as exemplified by the Finnish trade agreement con- 
cluded in June 1950.1? 

To the extent that the USSR employs world prices, this "shift" 
from the dollar to the ruble merely requires multiplying dollar 
figures by four to put them in ruble terms. Several Eastern Euro- 
pean satellites maintain their foreign-trade accounts in terms of the 
ruble as a unit of measure though apparently not necessarily as a 
unit of transaction. The ruble is grossly overvalued in relation to 
Western currencies." 

All financial transactions involving foreign countries pass through 
the State Bank of the USSR. It has correspondent banks all over 
the world, which credit and debit its account as transactions occur. 
This centralized control of all financial transactions permits the 

10 The New York Times, June 14, 1950. 

11 The overvaluation of the ruble-exchange ratio introduced on March 1, 
1950, is easily evidenced by translation of Soviet prices for important com- 
modities into other currencies, using the 4:1 ruble-dollar ratio. Thus, as 
pointed out in a United States State Department protest to the Soviet govern- 
ment in March 1950, a &ilogram (2.2 lbs.) of butter cost $1.52 in Washington, 
D. C., but between $8.58 and $11.03 in Moscow at the official exchange rate. 
First-grade beef costing $1.39 a kilogram in Washington was $6.07 in Moscow. 
White bread costing $.26 a kilogram in Washington cost $1.40 in Moscow, etc. 


The New York Times, March 28, 1950. For a similar later comparison, cf. 
Ibid., March 19, 1954. 
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Soviet State Bank to have an up-to-date picture of the state of its 
financial relationships with each country of the world. When neces- 
sary to balance accounts, it can shift convertible foreign currencies 
from one country to another. Alternatively, to reach a general bal- 
ance with the rest of the world, it may export or import gold bullion 
or other precious metals or stones. This arrangement also permits 
the State Bank to act as a major control organization over the eco- 
nomic relations of the USSR with foreign countries, in somewhat 
analogous fashion to the manner in which it controls the activities 
of domestic economic enterprises borrowing short-term credit from 
it. Presumably, if a Soviet enterprise tried to import goods illegally, 
it would not receive authorization of payment from the State Bank; 
conversely, any illegal exports would be detected in the unexpected 
payments made to the State Bank in terms of foreign currencies. 


Soviet Tariff Policy 


Although the Soviet government determines directly the kinds 
and amounts of commodities to be bought abroad, it maintains a 
system of tariffs on most imports and some exports. Unlike tariffs in 
a free-enterprise society, Soviet customs duties do not play a sig- 
nificant role in determining the nature and volume of foreign trade. 
Tariffs paid by enterprises importing goods, for example, are, in 
reality, merely bookkeeping transactions between agencies of the 
same state. The tariff has real significance only for the very limited 
amount of goods brought into the Soviet Union through nongovern- 
mental channels — for example, parcel post, goods brought in the 
luggage of visitors, goods imported by the diplomatic missions in 
Moscow, and the like. Soviet tariff rates are in general rather high, 
but they serve no real protective function as do high tariffs in a 
free-enterprise society. The Soviet system of monopoly of foreign 
trade is a much more effective barrier against imports of cheap 
foreign goods that might compete with domestic industry than any 
simple tariff or quota device such as is common in capitalist coun. 
tries. From an accounting point of view, Soviet import tariffs may 
help equalize the cost of foreign commodities with the cost of those 
same commodities made domestically. 

The latest available data on Soviet tariffs pertain to those in ef- 
fect in 1945, rates that had apparently remained unchanged since 
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early 1937. The rates were divided into four different groups. The 
first and presumably the most important group at that time covered 
all imports and exports from Western Europe and overseas coun- 
tries. The second group consisted of special preferential tariff rates 
established for trade with eastern countries through Caspian Sea 
ports and also over the land border of the USSR from the Black 
Sea eastward covering goods from Turkey, Iran, Afghanistan, Mon- 
golia, and Sinkiang. The third group of special tariffs was estab- 
lished for certain basic goods produced in Afghanistan and sent from 
there. À special fourth group of differential tariffs existed for goods 
brought in through the port of Murmansk. These were generally 
at a lower level than the tariffs applied in the first category, in 
order to make up for the higher transport expenditures required 
for goods coming through that port. Besides this, there were some 
special tariff rates established by agreements between the USSR 
and foreign countries. 

The major group of tariffs, presumably applicable to the first 
group of countries indicated above, consisted of nine basic group- 
rates. Imports of food products were either duty-free or taxed at 
very low rates, at a fixed amount per unit of weight. Livestock 
entered duty-free, but livestock products were taxed at differing 
rates, ranging from 50 per cent of price for animal fats to 1 to 15 
per cent for leather and related products. Lumber entered duty- 
free, but furniture of every kind paid a duty of 10 rubles per kilo- 
gram. Other wood products were taxed at a rate of 150 per cent of 
price. Mineral construction materials paid a duty of 150 per cent 
of the base price; graphite, 100 per cent; raw natural rubber, 100 
per cent; and aspirin, 1 per cent. Metallic ores of all kinds were 
duty-free, but iron and steel were taxed at 50 per cent of the price; 
tin, 10 per cent; lead and zinc, 60 per cent; gold, silver, and platinum 
were duty-free. Optical, scientific, and medical instruments were 
taxed at 1 per cent of price; watches, 300 per cent; and typewriters, 
200 per cent. Paper pulp was taxed at 40 per cent of the price; 
paper, 100 per cent; but newspapers and periodicals entered duty- 
free. Cotton and cotton-wool mixtures were taxed at 90 per cent of 
price; raw wool, 35 per cent; yarns and threads, from 100 to 200 
per cent of price. Haberdashery raw materials were taxed at 400 
per cent of price; precious stones, 150 to 300 rubles per kilogram; 
women's shoes, 150 to 350 rubles per kilogram. 
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Very few exported products are taxed, the most important of 
these being certain types of livestock, such as horses and karakul 
and merino sheep. 

Customs duties ‘are a relatively small source of Soviet government 
revenues. In 1939 they amounted to almost 2,100,000,000 rubles, or 
1.3 per cent of all state budgetary income. In 1940 they amounted 
to about 3,000,000,000 rubles, or about 1.7 per cent of all state 
budgetary income.!? 

In countries where foreign trade is carried on by private interests, 
governments seek to influence the character and volume of their 
countries’ foreign trade by the imposition of tariffs, import quotas, 
export subsidies, and the like. All these are designed to influence 
the transactions of private importers and exporters by affecting the 
price relationships they take into account or by setting limits to 
their activities. The Soviet control of foreign trade, on the other 
hand, is much more direct, and the tariff system has little real im- 
portance in determining import policy. This difference between 
Soviet and non-Soviet policy on foreign-trade control has raised 
problems. Illustrative is the case of countries wishing to conclude 
trade agreements with the USSR providing for reciprocal most- 
favored-nation treatment and barring discrimination. When con- 
cessions on tariff rates were extended to the USSR, its exports to 
the country reducing these duties were naturally aided, because 
private importers there responded to the changed price situation. 
But any Soviet tariff reductions need not have a corresponding 
influence on the other contracting nation's exports to the USSR. 
Similarly, efforts to ban "discrimination" in foreign trade could 
have little relevance to Soviet state trading organizations, which 
did not necessarily behave like private foreign traders and which 
did not have to expose the motivation for sales or purchase policy 
in public. To overcome these difficulties, a number of Soviet trade 
agreements concluded in the 1930's, including several reached with 
the United States, provided that the USSR would purchase at least 
a minimum amount of goods in the other contracting country during 
a fixed period in return for the concessions — tariff or otherwise — 
granted to ease entrance of Soviet goods. This provision helped 
assure that trade between these countries would increase, but it 


12 Suchkov, Dokhody Gosudarstvennogo Byudzheta SSSR, pp. 130-82. 
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evaded the problem of trade discrimination and may actually have 
fostered it. Thus the USSR may have had to purchase more goods 
in a given country to meet its obligation than it would have done if 
it had bought all commodities in the cheapest markets. 


Foreign Trade Before World War II 


The volume of the USSR’s foreign trade between the Bolshevik 
Revolution and the outbreak of World War II first grew and then 
declined. Starting off from the negligible levels of the first post- 
revolutionary years the volume of trade steadily increased until the 
early 1930's, imports playing a major role in accelerating the in- 
dustrialization of the country. As the Soviet Union found it possible 
to produce more and more goods formerly imported, the volume 
of imports, and consequently of exports to pay for them, fell off 
after the early 1930's, up to 1938. In 1940, trade was at about the 
1988 level despite wartime difficulties, because of Soviet efforts to 
stockpile deficit raw materials in fear of involvement in World 
War II and also because of the large volume of trade provided for 
in the Soviet-German economic agreement of 1939. 

At no time in the 1920’s and 1930's was Soviet trade large in 
comparison with the country's population and resources. Jts maxi- 
mum share of world imports before World War II was 2.7 per cent 
in 1931; the corresponding maximum for exports was 2.3 per cent 
in 1932. These percentages were on a par with those recorded for 
relatively small countries like Switzerland and Sweden having 
populations well under 5 per cent of that of the Soviet Union.“ 

In the early 1920's Soviet trade developed very slowly. Exportable 
surpluses were small or nonexistent in many of these years. In addi- 
tion many of the major powers of the world sought to blockade the 
Soviet Union, and in particular refused to accept gold shipped from 
the USSR in payment for goods. In general the Jow level of foreign 
trade in the early 1920's reflected both the chaos and disorganization 
of this, period. internally, .the political animosity of major capitalist 
nations, and the resentment engendered abroad by the Soviet re- 

14 Alexander Gerschenkron, “Russia and the International Trade Organiza- 
tion," American Economic Review, May 1947, pp. 696-927. 


14 Alexander Gerschenkron, Economic Relations of the USSR, p. 20. New 
York: Committee on International Economic Policy, 1945. 
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.pudiation of the debts contracted by the Czarist and Kerensky 


regimes. 

^ As production increased within the Soviet Union, more goods 
became available for export. At the same time foreign countries 
come to be reconciled to the existence of the USSR and began to 
reach credit arrangements with it, ending the former gold blockade 
and otherwise making arrangements to facilitate trade. As early as 
1993 the USSR began to receive three-to-six-month credits from 
individual foreign firms for its purchases, and the volume grew 
rapidly thereafter. The credits received in these early years were 
guaranteed almost entirely by Soviet-owned gold deposited in for- 
eign banks. Beginning with 1926, a number of countries, including 
Germany, Italy, Norway, and Austria, extended government guar- 
antees for private credits given the USSR. These were mainly 
short- and medium-term credits for purchase of goods, ranging up 
to 39 months in duration and usually carrying extraordinarily high 
interest charges because of the risks believed to be involved in 
extending credit to the communist government. By adhering to a 
policy of scrupulously paying all its obligations in full and on time, 
the Soviet government soon improved its credit position and was 
able to receive more favorable terms. Soviet indebtedness abroad 

' reached a maximum of 1,400,000,000 rubles in 1931, but by the end 
of 1935 this figure had been reduced to 120,000,000 rubles, largely 
as a result of the USSR’s success in exporting more than it imported 
during 1933 to 1935. Soviet shipment of gold, silver, platinum, and 
precious stones abroad also helped provide the funds to pay for the 
great imports required during the early 1930's.15 

The changing volume of Soviet foreign trade to 1938 is shown 
by Table 60. 

The peak of Soviet imports was reached in the early years of the 
First Five-Year Plan, after the USSR had begun its rapid indus- 
trialization program. This period was also the time of the largest 
foreign-trade deficit. That deficit would have been even larger if it 
had not been for exports of a number of commodities, particularly 
grain, that Russia could ill afford to spare. Grain was exported in 
the early 1930's despite widespread famine conditions in the Ukraine. 
It was the Soviet misfortune that its need for extensive machinery 


15 L. S. Ginzburg, Vneshnyaya Torgovlya SSSR, pp. 110-60. Moscow: 1937. 
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Taste 60. Soviet Foreign Trade, Prewar and 1918-38. 


Year Export* Import* Balance* 
(MILLIONS OF RUBLES) 


4,994.1 +1,519.8 
6,022.5 + 573.9 
460.8 — 425.3 
14.0 — 136 
125.7 ~ 119.6 
922.9 — 8844 
1,181.7 — 824.8 
627.2 + 327.6 
1,138.8 + 337.3 
3,620.9 — 956.5 
3,016.5 + 157.2 
3,320.5 — 535 
4,174.6 — 655.7 
3,857.0 + 188.8 
4,637.5 — 98.2 
4,839.9 —1,286.8 
3,083.5 — 5653 
1,525.1 + 642.4 
1,018.0 + 814.4 
1,057.2 + 552.1 
1,352.5 + 6.4 
1,341.3 + 387.3 
1,831.9 1,422.9 — 91.0 


* These data are in terms of the constant exchange value of the ruble adapted April 
1. 1936. The original data on which this table is based are in terms of current prices 
for 1925 to 1938; for the years 1918 to 1924, values were given in terms of prices of 
1913. Up to September 1923 the figures of foreign trade apply to only the European 
frontiers of the USSR: for the remaining years they apply to al! frontiers. 


Source: Finansy SSSR za XXX Let, p. 318. 


imports came at a period in world history when the “terms of trade” 
had turned against the USSR, that is, in this period world prices fell 
generally as a result of depression, but prices on industrial goods 
paid by the USSR fell significantly less than prices paid for Soviet 
raw materials exported abroad. As a result the USSR had to ship 
out much more in physical terms than it would have otherwise. 
The desperate Soviet need for foreign currency and the low 
prices at which the USSR was willing to sell its products in order 
to meet that need led to widespread foreign charges of Soviet 
“dumping,” and to efforts to prohibit the receipt of Soviet exports 
in a number of countries. Some opinion in this period held that 
the Soviet exports at very low prices were designed to ruin the 
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Ficure 5. Soviet Foreign Trade, 1918-43. 
Sources: See Table 60 and p. 594. 
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capitalist system. It seems much more likely that it was the pressing 
need for funds with which to meet its foreign obligations that ex- 
plains the USSR's readiness to sell at extremely unfavorable prices; 
at other times and in other circumstances it has given abundant 
proof of a desire to receive as high a price as it can for its products. 

As strictly programmed by the government, Soviet imports 
throughout these years were overwhelmingly composed of pro- 
duction goods. After 1925, production goods made up more than 
80 per cent and sometimes more than 90 per cent of all Soviet im- 
ports, while consumption goods were usually under 10 per cent 
of the total after 1929 and were as low as 4.6 per cent in 1931. From 
1925 to 1938 roughly two-thirds of Soviet exports consisted, usually, 
of industrial goods, including industrial raw materials; the re- 
maining third consisted of agricultural commodities.!* 

Machinery of all kinds, iron and steel goods, nonferrous metals 
and products, and electrical equipment made up well over half 
of all Soviet imports in the early 1930's. In later years of the 1930's, 


16 Baykov, op. cit., Appendix Table II. 
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imports of these commodities continued to be most important, but 
the absolute volume of imports decreased as Soviet factories turned 
out more and more machines and other goods formerly imported 
from abroad. An important example of the same trend is provided 
also by Soviet cotton imports, which aggregated 145,000 metric 
tons in 1927-28, when they were over 16 per cent of the value of 
all Soviet imports. In 1938 they had fallen to 16,500 metric tons, 
only 1.8 per cent of all Soviet imports. This reduction was of course 
made possible by the great expansion of cotton-growing in Central 
Asia during the 1930's." These and other import data reflect 
clearly the big strides toward self-sufficiency that were being made 
in the USSR in those years. 

Generally speaking, the most important items of Soviet export in 
the 1930s were foods and industrial raw materials. Timber and 
lumbermill products were about 15 per cent in value of all Soviet 
exports in the early 1930's, and over 20 per cent of the total in the 
late 1930's. Grain exports fluctuated violently in these years, from 
highs of 21.9 per cent of the total in 1938 and 19.4 per cent of the 
total in 1930 to a low of 4.5 per cent of the total in 1934. Petroleum 
and petroleum products were third in importance, accounting for 
between 11 per cent and 19 per cent of all Soviet exports during 
most of the 1930's. The Soviet government had to wage a fierce 
struggle with foreign oil companies before it could establish its 
position in the world petroleum market. Fur exports averaged 
roughly about 10 per cent of total Soviet exports in value during 
the late 1920's and 1930's, being particularly important in Soviet 
trade with the United States. Other major articles of Soviet export 
during these years included cotton tissues, flax and flax products, 
manganese ore, and coal. An important development in the middle 
and later 1930's was the increase of Soviet exports of machinery, 
iron and steel products, cotton, and some other products for which 
the USSR had formerly been greatly or almost entirely dependent 
upon imports and which had been formerly exported in small 
quantities or not at all.18 

Soviet trade during the 1920's and 1930's was of a_distinctly 
multilateral character. Deficits were incurred in some countries 
and credit balances in others, the the two. balancing off for the most 


17 Ibid., Appendix Table VI. 
18 Ibid., Appendix Tables IV and V. 
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part. From the middle 1920's to 1938 the Soviet Union had a favor- 
able balance of trade every year with most Western European 
countries except Germany, where major unfavorable balances were 
frequently the rule. The Soviet Union bought more from the United 
States than it sold here in almost every one of those years. The 
USSR usually had an excess of imports over exports during this 
period with Czechoslovakia, Poland, the Scandinavian countries, 
and Iran, though only Iran among them usually accounted for more 
than 1 per cent or 2 per cent of the USSR's export or import trade.!? 

The over-all geographical pattern of Soviet foreign trade during 
the 1930's may be indicated by the data on its regional distribution 
given in Table 61. 


Tane 61. Regional Distribution of Soviet Foreign Trade in 1931 and 1937. 


Region Exports Imports Balancet 
(MILLIONS OF RUBLES*) 
1931 1937 1931 1937 1931 1937 


Central Europe ...... 599.1 186.6 2,039.2 2929.5 —1,440.1 — 92.9 
Western Europe ...... 1,692.7 1,012.9 — 553.8 425.2 +1,188.9 +587.7 
Narthern Europe . . 126.7 603.2 1947 245 — 68.0 + 38.7 


Balkan Countries . 50.2 14.6 4.6 5.6 + 456+ 90 


Near East .....--- 


Middle East ......... 592.9 271.4 6169 207.9 — 24.0 + 603.5 
Far East ....----2-55 
American Continent and 
British Dominions. . . 113.4 139.9 1,062.8 8467 — 949.4 —207.5 
Baltic Countries ...... 2192 497 2155 27.7 — 3.3 + 15.0 
Japan eee 86.8 11.7 55.5 544 + 31.3 — 42.7 
All Others ........... 79.1 36.3 96.9 198 — 17.8 + 16.5 
Total oed 3,553.1 1,728.6 4,839.9 1,341.3 —1,286.8 +387.3 


* Rubles used in this table are calculated on the basis of Apri] 1936 exchange ratios. 
t -+ = export surplus; — = import surplus. 
Source: Gerschenkron, Economic Relations of the USSR, p. 33 


Trade During World War II 


World War II resulted in a profound transformation of the Soviet 
foreign-trade pattern. The most summary view of this change is 
given by the data below: 


19 Ibid., Appendix Table VII. 
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Year Exports Imports 


(MILLIONS OF RUBLES) 


1098 Mes eM 1,331.9 1,422.9 
3940 A E es 1,412 1,446 
1949 O E 399 2,756 
1949. an eter ceti 373 8,460 


It is believed that these data are in terms of 1936 rubles and are 
therefore comparable with the ruble data in tables above.?? 

It is clear from the above data that while commodity imports in 
1943 increased almost sixfold, commodity exports fell to almost one 
fourth of the 1940 level. It is likely that 1944 data, if available, 
would show a much larger rise in imports and little if any increase 
in exports. 

This remarkable transformation in the pattern of Soviet foreign 
trade was the consequence of the tremendous military struggle in- 
augurated when the German army invaded the USSR in June 1941. 
Within a short time after the initial blow, German forces occupied 
many of the richest agricultural and industrial areas in the USSR 
west of Moscow, reducing sharply the economic resources avail- 
able to the Soviet government and making normal economic life 
impossible. From the point of view of foreign trade alone, the 
German invasion cut the Soviet Union off from virtually all of 
continental Europe. At the same time the Soviet Union's need 
for supplementary production and resources of all kinds, from 
armaments to foods and medicines, increased greatly, yet it was 
virtually impossible for it to pay for any significant fraction of the 
required imports through exporting commodity surpluses since there 
was no really surplus production. The result was a revolutionary 
change in the pattern and volume of Soviet foreign trade. 

To meet the desperate Soviet need for immediate outside aid, the 
American Lend-lease and the British and Canadian Mutual Aid 
programs were set up, under which the USSR received tremendous 
amounts of commodities of all kinds on the basis of special agree- 
ments and at no current cost to the Soviet Union. The Soviet 
foreign-trade pattern during World War II, in consequence, con- 
sisted of the importation of record volumes of goods, almost entirely 
from the United States, Great Britain, and Canada, and the simul- 


20 Voznesensky, The Economy of the USSR during World War II, p. 40. 
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taneous export of only very small quantities of goods. Almost 
$13,000,000,000 worth of goods were received by the USSR from 
the three major Western allies during World War Ll, of which 
about $11,200,000,000 worth came from the United States.?! This 
is an average of about $3,000,000,000 annually. Both in quantity 
and in value, these imports far exceeded even the peak of prewar 
Soviet purchases, reached in 1931.72 

About half the American Lend-lease shipments to the Soviet 
Union during the war consisted of military items, including 14,500 
airplanes, 7,500 tanks, and almost one billion dollars' worth of 
ordnance and ammunition. The published figures on Soviet muni- 
tions production during the war suggest, however, that by far the 
greater bulk of Soviet armaments was produced in the USSR itself.?* 
Relatively, the nonarmament component of Lend-Lease and Mutual 
Aid shipments probably played an even greater role in meeting 
vital Soviet needs than did the armament component. For example, 
the United States sent the USSR over two million tons of food; 
more than 475,000 trucks, and other motor vehicles; 30,000 machine 
tools; 11 million pairs of boots and shoes; almost 2,000 locomotives; 
well over 300,000 tons of aluminum, copper, and other nonferrous 
metals and metal alloys; over 20 million yards of army textile ma- 
terial; and many other miscellaneous commodities. Great Britain 
sent more than 100,000 tons of food; a similar quantity of rubber; 
power plant equipment with total capacity of over 370,000 kilo- 
watts; over 15,000 electric motors; over 100,000 tons of nonferrous 
metals; and other miscellaneous products. Canada sent over 200,000 
tons of wheat and flour; almost 100,000 tons of aluminum, copper, 
zinc, nickel, and other nonferrous metals; over 13,000 tons of rails 
and other commodities. Every sector of the USSR’s military and 
economic apparatus received vital equipment and raw materials 
that eliminated bottlenecks and shortages and permitted the Soviet 
war effort to attain the enormous magnitude it did.?* 

It seems clear that without this great aid from its three Western 
allies the continued survival of the Soviet Union would have been 
enormously more difficult during the dark days of the war, if it 
were possible at all. 

21 Schwartz, op. cit., p. 15. 

?? Baykov, op. cit., p. 78. 


23 See Joseph Stalin's speech of February 9, 1946. 
24 Schwartz, op. cit., pp. 15-10, and Baykov, op. cit., p. 78. 
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The Soviet Union provided a small volume of goods and services 
as "return lend-lease" during the war. It made available bases for 
American planes in the Ukraine, food and other commodities and 
services for American personnel in the USSR, repair services for 
American ships in Soviet ports, and other miscellaneous free serv- 
ices. The Soviet argument is that the chief return for this Western 
aid was the tremendous Soviet war effort, which helped so vitally 
in defeating Germany. 

In the later stages of the war, when the Soviet army had occupied 
Eastern Europe and entered into Germany and Austria, the USSR 
began to receive immediate tangible economic aid from these 
military victories. The Soviet army customarily lived off the country. 
USSR policy from the beginning in these areas was aimed at secur- 
ing most speedy return of goods looted and stolen from the Soviet 
"Union by the former invading forces, and also at seizing capital 
goods and consumer goods that would be of benefit to the Soviet 
economy. These trends in Soviet foreign economic relations matured 
more fully in the postwar period and will be discussed in the next 
section. 


Postwar Foreign Economic Policy 


Emerging as one of the two leading world powers in the postwar 
‘era, the Soviet Union has played a much more direct and far- 
reaching role in world economic relations since 1945 than ever 
before in history. The policies it has followed in its foreign economic 
relations have been determined primarily both by its bitter political 
struggle against the West, and particularly against the United States, 
and by the urgent needs for outside resources to help heal the 
enormous wounds of World War II. Initially in this period, the 
occupation by Soviet troops of an immense area, including all of 
Eastern and much of Central Europe as well as Manchuria and 
North Korea in Asia, permitted the USSR to derive important eco- 
nomic benefits. Subsequently the creation of communist-dominated 
satellite regimes in all the regions first occupied by Soviet troops, 
plus the conquest of China by the communist forces in that 
country, have further enhanced and consolidated Soviet influence, 
both economic and political, in a vast area of the earth embracing 
more than one third of all the peoples of the world. Conversely, 
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in the areas free from Soviet or communist control, the increasing. 
apprehension o over the USSR's iol ERE ROMS ambitions 


other economic relationships. be enoa ste Wee and the Soviet 
Union. 

In the latter period of World War II and shortly thereafter, high 
hopes were held by many in the Western world that cooperation 
with the Soviet Union could be continued in the postwar era. To 
help achieve continued economic cooperation between the Soviet 
Union and its Western allies, a number of important steps were 
taken in 1945 and 1946. The United States granted the USSR a 
credit of over $250,000,000, payable in thirty years with interest 
rate of 2% per cent, to permit the latter country to receive Lend- 
Lease commodities that had been ordered or were otherwise ear- 
marked for the USSR at the time of World War II's conclusion. 
The United Nations Relief and Rehabilitation Administration pro- 
vided the Soviet Union with more than $200,000,000 worth of sorely 
needed food, textiles, seeds, farm machinery, and other commodities 
to help two of the most distressed areas of the USSR, the Ukraine 
and Belorussia. About $191,000,000 worth of this came from the 
United States. Soviet participation was invited in the formation 
of all international economic organizations in process of creation 
during 1944—46. Soviet delegates actually played a prominent part 
in the deliberations at Bretton Woods and at some other meetings 
for these purposes. 

Yet these efforts came to naught. The USSR refused to join any 
of the independent international economic organizations, including 
the World Bank, the International Monetary Fund, the Food and 
Agricultural Organization, and others. When U. S. Secretary of 
State Marshall proposed his now famous plan for European recovery 
in June 1947, the Soviet Union was invited by France and Great 
Britain to join with them in helping to bring about European 
cooperation in order to make possible the enlistment of American 
aid to further European economic recovery. But after a short and 
unpleasant conference in Paris in July 1947, the Soviet Union re- 
fused to participate in what became the European Recovery Pro- 
gram and rather brusquely ordered two of its satellites to reverse 
their decision to participate. Behind these events, of course, was 
the sharp political antagonism between the Soviet Union and the 
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West, born of the West's suspicion that the USSR aimed for world 
domination through its communist fifth columns in every significant 
country of the world. The USSR for its own part apparently chose 
the road of non-cooperation with the West as the most advantageous 
of the alternatives open to it at the close of the Second World War. 
The high hopes held by many in 1945 were thus rudely shattered. 
The actual pattern of world economic and political relationships 
since then has been far different from that hoped for at the time 
of the common victory over the Axis nations. 

In 1954 the Soviet Union did join the International Labor Or- 
ganization, a body Soviet propaganda had often denounced earlier. 
In 1953 and 1954 increased Soviet activity was also apparent in 
United Nations economic groups dealing with international trade 
and economic development of undeveloped countries. 

The main objective of Soviet foreign economic policy in the years 
1945-48 seems to have been the acquisition of maximum foreign 
resources for its own needs, both to rehabilitate the devastated areas 
of the western USSR and to facilitate the further economic ex- 
pansion projected by the Fourth Five-Year Plan. In addition, the 
Soviet policy has used economic weapons as a means of consoli- 
dating the USSR's influence and dominance in satellite countries 
and as aids in Soviet political warfare against the Western world. 
Since 1948 the Soviet Union has put great emphasis on seeking to 
shape and consolidate all its satellite nations into a closely knit 
economic group. These tendencies found their expression in such 
events as the formation in January 1949 of a Council of Mutual 
Economic Aid, consisting of the USSR and its Eastern European 
satellites; the signing of the Soviet-Chinese trade and loan agree- 
ment in February 1950; Soviet extension of loans to a number of 
countries, particularly Poland, Czechoslovakia, and China; and 
the wide publicity given to official assertions that the USSR's aid 
would be the primary outside force making industrialization of 
Eastern Europe and of China possible. In the same period the 
USSR and its satellites engaged in many forms of provocative be- 
havior that antagonized the rest of the world, with resulting re- 
strictions of economic relationships between the two groups of 
nations. Evidence of the USSR’s success in creating an integrated 
economic bloc dependent upon it was the fact that in 1949, two 
thirds of the total foreign trade of the USSR was accounted for 
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by the "people's democracies" — the satellite nations. Before World 
War II these nations probably accounted for only 10 per cent or 
less of Soviet trade. Western Europe, the United States, and other 
countries, who accounted for 90 per cent or more of Soviet trade 
in 1988, accounted for only one third of it in 1949?5 By 1953, the 
evidence suggests, Soviet trade with other communist-ruled coun- 
tries was probably close to 90 per cent of total Soviet foreign trade. 

The postwar Soviet economic objective of securing a large sur- 
plus of imports over exports so as to facilitate reconstruction within 
the USSR was achieved, as we shall see below. At the beginning 
of 1945, Soviet policymakers undoubtedly realized that this goal 
could be reached in one or in both of two fashions, They might 
have relied primarily upon securing large long-term reconstruction 
loans from Western countries and international economic agencies 
such as the World Bank. One such loan of roughly a quarter of a 
billion dollars was actually received from the United States to 
finance receipt of Lend-Lease "pipeline" products. But on the whole 
this method of making an import surplus possible was ruled out by 
the political antagonism between the Soviet Union and those na- 
tions most likely to provide such funds. In particular, the Soviet 
wartime request for a $6,000,000,000 loan and the American counter- 
offer of a $1,000,000,000 loan never reached a compromise. 

The alternative route, which actually played the most significant 
role in making a large import surplus possible for the entire period 
of 1945-49, was that of extorting enormous amounts of commodities, 
services, capital equipment, and financial values from the countries 
defeated or occupied by Soviet troops. The largest part of this 
import surplus was probably made possible by German reparations 
deliveries, almost entirely from the Soviet-occupied zone of Eastern 
Germany. These were scheduled to amount to $3,658,000,000 by 
the end of 1950,?* but there is no certainty that this accounting in- 
cludes all the capital equipment, food, and other commodities 
taken by the Soviet Union from Germany or utilized for the support 
of Soviet troops occupying that country. Eastern Europe also suf- 
fered large losses from Soviet takings in the first year of Soviet 
occupation; thereafter reparations deliveries were regularized in 
accordance with the peace treaties reached with those defeated 
nations. 


25 Pravda, December 21, 1949. 
26 Pravda, May 16, 1950. 
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Soviet seizures of capital equipment and other resources in Man- 
churia in the latter half of 1945 were also very great. Edwin W. 
Pauley, chief American representative at the Moscow Reparations 
Conference of 1945, who visited Manchuria after it had been occu- 
pied by Soviet troops, declared upon his return: "On their arrival 
Soviet troops began a systematic confiscation of food and other 
stockpiles and certain complete industrial installations, the Soviets 
took by far the greater part of all functioning power-generating and 
transforming equipment, electric motors, experimental plants, labo- 
ratories and hospitals. In machine tools they took only the newest 
and best, leaving antiquated tools behind." Mr. Pauley charged 
that Russian removals and damage had caused a $2,000,000,000 
loss to the Manchurian economy, though presumably the actual 
value of Russian takings for the Soviet Union was substantially less. 
Izvestia, denouncing Mr. Pauley's estimate, valued the industrial 
part of the war booty seized by the Soviet army in Manchuria at 
$95,000,000.?* 

On the basis of the evidence cited above, it seems clear that by 
the end of 1950 the Soviet Union had received in reparations from 
the former enemy or enemy-occupied countries more than $4,000,- 
000,000 and perhaps more than $5,000,000,000. These acquisitions 
were most substantial aids in permitting realization of the Fourth 
Five-Year Plan production objectives. 

In its commercial trade relations with the rest of the world, the 
Soviet Union has practiced a much greater degree of bilateralism 
than before the war. Between 1945 and early 1954 it concluded 
one or more bilateral trade agreements, providing for balanced 
exports from and imports to another country during a given time 
period, not only with all of its Eastern Europe and Asiatic satellites, 
but also with a number of non-Soviet dominated countries, such as 
England, Sweden, Norway, France, India, and Argentina. Specula- 
tion_on the motivation of this postwar shift from multilateralism 
toward bilateralism has centered about a number of reasons: | The 
Soviet. Union may feel that it can make a more favorable bargain 
by arranging for all purchases and sales with a particular foreign 
country at one time. In this way the predominance of Soviet eco- 
nomie;-political, and military power may perhaps be used most 
advantageously. Second, the postwar fluctuations and nonconverti- 


27 Quoted in Schwartz, op. cit., p. 106. 
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bility of many foreign currencies may have moved the Russians 


toward bilatera] trade agreements, which eliminate or mit minimize mize the 
need for actual or actual currency transactions. Third, as a country with a 


nlanned economy, the USSR may ind f more convenient to fix at 
one time the amounts. of goods it will sell to and purchase from a 
given foreign country, and tbe prices and values. inyolved, xather 
than to keep its plans flexible-all year around and purchase and 
sell wherever in the world conditions seem most advantageous at 
different times of the year. Whatever the reason, it is clear that 
Russia's flight from multilateralism has not been a short-term 
phenomenon, for in 1954 it was still pronounced. 


Soviet Foreign Trade, 1946-54 


It is difficult to give a fully satisfactory picture of the growth of 
Soviet foreign trade from 1946 to 1954 because of the paucity of 
data. The veil of Soviet secrecy over foreign trade statistics was 
lifted only occasionally between 1946 and early 1954, and such 
data as have been published have been very general as well as scanty. 
The Statistical Office of the United Nations, as well as some in- 
dividual investigators, have sought partially to dispel this secrecy 
by compiling information on Soviet trade from the foreign trade 
reports of countries with which the Soviet Union does business. 
For most of this nine-year period, however, such efforts have neces- 
sarily produced incomplete results because of the secrecy of foreign- 
trade data maintained also by other communist-ruled countries 
which, as was noted above, account for the great bulk of Soviet 
foreign trade in the postwar period. With these cautions in mind, 
we may attempt to examine the available data and to draw such 
inferences as are possible from them. 

Turning to official Soviet data first, we may note A. I. Mikoyan's 
statement in late 1949 that the USSR had more than doubled the 
physical volume of its foreign trade as compared with the prewar 
level. V. Nesterov declared in April 1952: "The Soviet Union's 
foreign trade, according to customs returns, now amounts to over 
18,000,000,000 rubles and measured in comparable prices, it is 
roughly three times as great as before the war." For 1953, the 
Soviet government reported: "The foreign-trade turnover of the 
Soviet Union grew to 23,000,000,000 against 20,800,000,000 rubles in 
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1952, an 11 per cent gain. The foreign trade turnover in 1953 (in 
comparable prices) was almost four times more than the prewar 
level.”28 

The general upward trend of Soviet foreign trade from 1949 to 
1953 would seem to be clear from these data. During the same 
period, as noted above, Soviet trade became more and more trade 
with its communist satellites and allies, the proportion of such 
commerce in the total rising from two-thirds in 1949 to 80 per cent 
in 1952 and probably close to 90 per cent in 1953. It was this 
phenomenon that led Stalin to write in 1952 of the disintegration of 
the world market into “two parallel world markets,” one communist 
and the other noncommunist. 

Stalin and lesser Soviet commentators blame this phenomenon 
on the capitalist "boycott" of the Soviet Bloc, meaning actually the 
restrictions on exports of strategic goods to communist countries 
imposed in 1949 and afterward. Such United States laws as the 
Battle Act sought to make these measures more effective by ban- 
ning American economic aid to foreign countries shipping desig- 
nated strategic goods — primarily munitions, weapons, and goods 
useful in the production of armaments — to the Soviet Bloc. 

But even without these restrictions, it seems likely that the pro- 
portion of Soviet trade with communist counties would have gone 
up after 1949. Soviet economic policy has always aimed at maxi- 
mum self-sufficiency and there is no real evidence that this objective 
has been abandoned, though the concept of self-sufficiency may 
have been modified somewhat to take into account the fact that 
the Soviet Union now leads a major bloc of nations. Moreover, the 
economic growth of Eastern Europe and of Communist China after 
1949 has been rapid, making available more goods for shipment to 
the Soviet Union and creating greater needs in those countries for 
Soviet goods. The Soviet objective has also clearly been to tie the 
satelite economies in with its own. 

The volume of trade between the Soviet Union and the noncom- 
munist world from 1948 through 1953 is summed up in the follow- 
ing data: ?? i 

28 Pravda, December 21, 1949. Committee for the Promotion of Intema- 
tional Trade, International Economic Conference in Moscow April 3-12, 1952, 
p. 62. Moscow: 1952. Pravda, January 31, 1954. 

29 East-West Trade Trends. Mutual Defense Assistance Contro! Act of 1951 


(The Battle Act). Fourth Report to Congress, Second Half of 1953, p. 89. 
Washington, D. C.: Government Printing Office, 1954. 


FOREIGN ECONOMIC RELATIONS 603 
Free World Free World 
Exports to the Imports from the 
Soviet Union Soviet Union 
(MILLIONS OF DOLLARS) 
583 492 
437 272 
301 252 
386 397 
481 462 
410 880 


Interpretation of these data is complicated by the fact that after 
the outbreak of the Korean War in mid-1952 world prices rose sub- 
stantially, whereas they fell somewhat when that war was near its 
truce point and afterward. Nevertheless, the conclusion would seem 
warranted that the volume of Soviet trade with the West was never 
cut so sharply as the most vigorous proponents of an embargo 
wished; although, conversely, the strategic commodities embargo 
did have some effect in reducing trade with the Soviet Union. The 
small proportion of total free-world trade which Soviet trade was 
during these years should also be noticed. Even in 1948, when trade 
restrictions first began to be imposed, Soviet exports were sub- 
stantially less than 1 per cent of the world export total, excluding 
exports of communist nations to one another. The percentage was 
even lower in subsequent years. 

Soviet trade with its chief trading partners among noncommunist 
nations from 1948 to 1953 is shown in Table 62 below. The 1953 
data are preliminary, being based upon the annual rate as indi- 
cated by returns for the first half of 1953. 

It is apparent from Table 62 that Soviet trade with noncommunist 
countries during this period was primarily trade with Western 
Europe and with a few countries in Asia and Africa. The Soviet 
Union imported from abroad ships, some types of machinery, non- 
ferrous metals, natural rubber, cocoa beans, wool, long-staple cot- 
ton, prefabricated houses, paper and lumber products, and fish, for 
the most part. It exported outside its orbit feed grains, timber, 
manganese, furs, seafood, asbestos, bristles, and other products. In 
late 1953, when the Soviet Union’s sterling balances were apparently 
dangerously low because of an unfavorable balance of trade with 
the Sterling Bloc—the group of countries whose economies are 
linked with the British pound sterling — the Soviet Union apparently 
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shipped well over $100,000,000 worth of gold to Western Europe, 
particularly England, to make up its trade deficit.9? 


TaBLE 62. Soviet Foreign Trade with Chief Noncommunist Trading Partners, 


1948-53. 
Soviet Exports 1948 1949 1950 1951 1952 1953* 
to (MILLION UNITED STATES DOLLARS) 
United Kingdom ..... 109.2 51.9 958 1683 162.7 57.6 
Prance vesesstres dua 111 4.9 4.8 13.6 18.0 14.6 
Netherlands ......... 3.4 21.5 2.8 13.9 25.6 11.6 
Norway ....----.-00- 27.2 22.0 10.3 10.2 11.4 7.0 
Sweden ............. 12.6 2.8 59 18.1 20.0 6.0 
Italy - uetus En ees 4.1 16.5 14.5 22.0 34.0 8.4 
Finland ............. 51.2 37.7 23.6 41.3 81.5 98.4 
Egypt... een 46.2 2.4 16.8 20.2 311 27.2 
Irüh ra a 6 4.1 10.2 18.8 23.9 im 
India ........eessese 9.8 27.0 8.5 1.6 17 6 
Soviet Imports 
from 
United Kingdom ..... 28.4 39.3 39.7 66.6 104.9 41.0 
Brance. ea oane 2 6 2.6 48 6.4 6.8 
Netherlands ......... 4.3 7.2 5 1.6 4.8 4.4 
Norway ...eeeenee 19.4 20.5 8.0 12.1 10.2 11.9 
Sweden .......... .. 169 21.2 21.8 33.4 44.4 23.0 
Italy: 5e eiecti 3.4 17.8 20.0 23.7 20.3 13.6 
Finland. » iis. estes? 145.6 185.2 645 121.5 155.0 125.2 
Egypt «cen mens 49.8 12.1 25.9 7.2 28.7 20.6 
IrBh ies ayers REIR RM 2.8 - - - 22.0 oe 
India ..............- 16.2 12.6 2.9 13.6 4.2 8 
Malaya-Singapore 47.3 24.8 89.7 24.0 9.3 Ta 
Pakistan ............ 16.6 9.5 11.4 4.1 - 14.6 
Australia ............ - 30.5 23.6 13.1 = 7.2 
Gold Coast .......... 10.0 6.1 4.9 9.5 117 16.0 


* Preliminary estimate based on first half of 1953. 
** Data unavailable. 


[oos Dieetin of International Trade, annual issue for 1953. pp. 170-73. Ibid., 

From 1949 through early 1954, the Soviet Union carried out 
an intensive propaganda and political battle against Western re- 
strictions on strategic exports to the Societ Bloc. At the communist- 
inspired so-called World Economic Conference in Moscow in April 
1952, Western businessmen were tempted by offers of billions of 


30 New York Times, December 30, 1953. The Economist, January 2, 1954, 
pp. 50-51. 
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dollars of trade with the Soviet Bloc if only the restrictions were 
lifted or disregarded. Before and after this meeting Soviet and 
communist propaganda had few qualms and little restraint in paint- 
ing the prosperity that could come to the West if only Soviet and 
satellite orders were accepted regardless of their nature. The United 
States' allies were bombarded with pleas to break with the United 
States on this issue, being assured that only selfish American desires 
to strangle the economies of Western Europe and Asia were behind 
the embargo. An unwary observer of these tactics might well have 
concluded from the tone and content of this intensive propaganda 
that the Soviet Union's only objective was to save the capitalist 
world from depression through placing vast orders for every imagin- 
able commodity. 


The West's counter-arguments during this period were mainly 
these. First, the restrictions had been imposed because of fear of 
Soviet aggression, a fear which had been greatly strengthened by 
the communist invasion of South Korea in mid-1950. The Soviet 
Union was told in effect that if it cooperated in reaching a political 
settlement of major world issues, then the West might feel safer 
and loosen or lift the embargo. Second, it was pointed out that the 
glib Soviet talk of billions of dollars of purchases waiting to be 
made was always vague about how these purchases were to be paid 
for. Except possibly for gold, the Soviet Union gave little evidence 
of having such vast export surpluses that it could pay for the large 
imports it claimed to want. Third, an air of insincerity surrounded 
these Soviet trade offers because many of the commodities said to 
be desired — English textiles for example — were not embargoed 
and could be purchased without limit if the communist countries 
actually wished to. The reality seemed to be that the communists 
wished only tie-in arrangements, so that purchase of nonstrategic 
goods such as textiles was contingent upon permission to purchase 
strategic goods such as heavy machinery. 

After Stalin's death, the drive to increase trade with the noncom- 
munist world entered a new phase and showed new characteristics. 
First, the Soviet Union suddenly began to purchase much larger 
amounts of food and textiles from the noncommunist world. Thus 
in the last eight months of 1953 the Soviet Union bought $40,000,000 
worth of butter, $22,000,000 worth of meat, $28,000,000 worth of 
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textiles, and smaller values of lard, cheese, sugar, herring, and citrus 
fruit, presumably in order to obtain supplies needed for improving 
the lot of the Soviet consumer as promised by Premier Malenkov 
in August 1953. Such purchases fell far short of adding up to one 
and a third billion rubles, the value of consumer goods and food 
Mikoyan had said in October 1953 would be purchased outside the 
Soviet orbit, but the amounts were substantial by previous stand- 
ards,3} 


A second change was the actual conclusion of several important 
trade agreements with noncommunist countries, the most important 
being agreements with Argentina and India. The Argentine agree- 
ment provided for a Soviet credit to Argentina up to $30,000,000 
in value to finance purchase of Soviet capital goods. This credit 
provision was a major innovation which immediately aroused much 
comment. The bilateral trade provided for in the agreement called 
for the exchange of the following commodities during the twelve 
months following August 1953: Argentina would send the Soviet 
Union 20,000 tons of wool, 14,000 tons of cattle hides, 75,000 tons 
of linseed oil, 15,000 tons of quebracho extract, 13,000 tons of meat, 
and smaller quantities of lard, cheese, sheepskins, and miscellaneous 
products. The Soviet Union would send Argentina 500,000 tons of 
crude oil, $500,000 worth of petroleum products, 300,000 tons of coal, 
50,000 tons of steel, 20,000 tons of pig iron, $1,000,000 worth of 
dyes, $500,000 worth of drugs and medicinal products, $500,000 
worth of precision instruments, and varying quantities of tool steels, 
special steels, pipe, asbestos, carbon black, rails, axles, boiler plates, 
and so forth. The $30,000,000 credit was to be used for additional 
purchases of Soviet capital equipment for oil exploitation, coal 
mining, railroad transportation, farm machinery and equipment, and 
other machinery. This emergence of the Soviet Union as a large- 
scale exporter of capital goods to the Western Hemisphere marked 
a drastic change from earlier experience. 

The Soviet-India agreement of December 1953 provided for Soviet 


31 New York Times, February 22, 1954. Mikoyan had declared that a total 
of 4,000,000,000 rubles worth of consumer goods and food would be bought 
during 1953 from communist and noncommunist sources. This is equivalent 
to slightly more than one-third of Soviet imports in 1958, if it is correct to 
assume imports were about half the reported trade value. 

3? Data supplied by U. S. Department of Commerce. 
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purchase of Indian jute, tea, coffee, tobacco, shellac, pepper, spices, 
wool, hides, skins, and vegetable oils. The Soviet Union agreed to 
ship wheat, barley, crude oil and oil products, iron and steel manu- 
factures, tractors and other farm machinery, and a wide variety of 
industrial equipment including machine tools, mining and road- 
building equipment, electrical equipment, machinery for the textile, 
shoe, and food industries, timber and paper, chemicals, dye stuffs, 
medicines, optical goods, films, and printed matter. The Soviet 
Union promised to provide technical assistance in connection with 
delivery of the capital equipment. Payment between the two coun- 
tries is to be in rupees, though the Soviet Union may use sterling to 
settle any unfavorable balance it may accumulate. 

The largest trade volume mentioned in this campaign was an- 
nounced in February 1954, when the Soviet Minister of Foreign 
Trade formally offered to buy about $1,100,000,000 worth of British 
goods during 1958 to 1957. This total included over $300,000,000 
worth of cargo ships; almost $150,000,000 worth of electric-power 
equipment; almost $$00,000,000 worth of forging and pressing equip- 
ment and machine tools; the same amount of textile and food-process- 
ing machinery; over $300,000,000 worth of raw materials, food, and 
consumer goods; plus two floating docks, railway equipment, rolling- 
mill equipment, and hydraulic presses. This purchase offer was 
conditional on Britain's purchasing equal values of unspecified Soviet 
commodities. In addition, of course, the offer assumed that the large 
fraction of the desired commodities classified as strategic would be 
shipped, in reversal of past embargo policy. Skeptical Western ob- 
servers pointed out that such general trade offers were still far short 
from conclusion of contracts at agreed prices and with agreed speci- 
fications. In addition they noted that some of the goods the Soviet 
Union wished to buy from Great Britain were the same as goods 
the Soviet Union had agreed to supply India and other of its trading 
partners.?: 

Other developments in early 1954 included a small Soviet loan 
of gold and convertible currencies to Finland, an indirect Soviet 
offer to buy large amounts of United States surplus butter and cot- 
tonseed oil, and some increasing evidence — in the form of state- 


33 New York Times, December 3, 1953. 
34 Ibid., February 5, 1954. 
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ments by Prime Minister Winston Churchill, Mutual Security Ad- 
ministrator Harold Stassen, and others — of sentiment for relaxing 
trade barriers between East and West. Though the Soviet offer for 
United States butter and cottonseed oil was rejected, there could 
be little doubt but that if economic conditions worsened in the non- 
communist world, the pressure for more trade with the Soviet Bloc 
would increase. 


Soviet-American Economic Relations 


For the most part, Soviet postwar economic relations with the 
United States have been dominated by the bitter political struggle 
going on between these two nations. In the early postwar period, 
as pointed out before, trade flourished, as the United States pro- 
vided credit for Soviet purchase of "pipeline" Lend-Lease materials 
as well as most of the goods sent to the USSR under the UNRRA 
program. It had been anticipated in 1944 and 1945 that the Soviet 
Union would be a very large customer of the United States in the 
postwar period, particularly if it could obtaif credits to purchase 
large amounts of machinery and raw materials required for its re- 
construction. At one point in the negotiations between the two 
countries, an American credit of $1,000,000,000 was offered the 
Soviet Union, provided that the latter permitted equality of eco- 
nomic opportunity in the Eastern European countries dominated 
by it. This offer was refused. Instead, as the "cold war" worsened, 
the United States, beginning March 1, 1948, introduced a compre- 
hensive licensing system on exports to Europe and denied licenses 
for shipment to the USSR and its satellites of machinery and other 
commodities that might contribute to the Soviet war potential. In 
its administration of the Marshall Plan, too, the United States has 
exerted influence on the countries receiving American aid under 
the European Recovery Program to assure that none of the aid pro- 
vided these countries would be turned into deliveries to the Soviet 
Union aiding that country's war potential. This selective American 
embargo on shipments of commodities most desired by the Soviet 
Union has resulted both in a sharp decline in the volume of trade, 
particularly in exports to the USSR, and in the emergence of a new 
trend in commodity exchange, namely, a systematic favorable bal- 
ance of trade for the Soviet Union. Since 1947, Soviet exports to the 
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United States have exceeded their purchases here, in sharp contra- 
distinction to the previous years’ experience. During 1950-53, 
United States exports to the USSR virtually ceased. 


TABLE 63. United States Trade with the USSR, 1931-53. 


Exports Imports 
Year (MILLIONS OF DOLLARS) 
1981-35 (average) ........ 33.0 18.0 
1936-40 (average) ...... 57.9 24.2 


Sources: Statistical Abstract of the Umited States, 1943, p. 928. and data from the 
Department of Commerce. 


The change brought about by the export restrictions imposed in 
1948 may be seen from the fact that in 1947 Soviet purchases of ma- 
chinery and vehicles in the United States amounted to $109,000,000; 
in 1949 the value of exports in this category was less than $500,000. 
Almost 70 per cent of the total value of merchandise exported to the 
USSR from the United States in 1949 consisted of raw cotton, a 
commodity not usually exported to the USSR in immediately pre- 
ceding years. In 1949 more than one half of Soviet exports to the 
United States consisted of undressed furs of all kinds. Soviet exports 
of platinum, manganese, and chromium were reduced sharply as 
compared to preceding years, apparently in retaliation against the 
barriers imposed on Soviet purchases in this country. Soviet willing- 
ness to export more to the United States than was bought here re- 
sulted in all probability from the fact that surplus dollars earned in 
this country could be used by the USSR to purchase badly needed 
commodities in other parts of the world. It seems not unlikely that 
heavy Soviet purchases of wool and natural rubber in Southeast 
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MILLION DOLLARS 


ihe 1920 1925 1930 1935 1940 1945 
* Less than Hi 000. 000 
Ficure 6. United States Trade with the USSR, 1915-53. 


Sources: Condolde, Russian-American Trade, p. 91. and Table 63. 
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Asia and Australia in 1949 and 1950 were financed to a large extent 
by dollars earned in the United States and then converted into 
sterling at the relatively favorable dollar-pound ratios existing in the 
free markets of the world. 

Another source of friction in Soviet-American economic relations 
in the postwar period has been the inability to reach an agreement 
regarding settlement of the debts arising from Lend-Lease deliveries 
during World War IL. American policy, applied in negotiations 
with all recipient countries, has been that no payment would be 
demanded for goods actually consumed in fighting the common 
enemy, but that payments would be required for goods having 
peacetime use. Despite prolonged negotiations stretching over al- 
most a decade, no agreement had yet been reached in early 1954, the 
result both of an apparent Soviet unwillingness to provide a detailed 
accounting of the remaining goods in its possession after the end of 
World War II and also of Soviet unwillingness to accept American 
estimates as to the amount of the debt arising from the Lend-Lease 
operations. One Russian offer for settlement of this matter was re- 
ported to be $240-$300,000,000 — less than 3 per cent of the total 
value of Lend-Lease sent to the USSR, and well under 10 per cent 
of the value of nonmilitary items shipped. Soviet-American eco- 
nomic relations have also been similarly exacerbated by Russian 
failure to return merchant vessels lent the USSR during the war. 
By early 1954, not all these vessels had been returned yet. 


The Soviet Economic Empire 


The political expansion of communist rule in Europe and Asia 
in the decade following World War II has been accompanied by 
expansion of economic power and the formation of a Soviet- 
dominated economic bloc including the Eastern European satellites, 
China, Outer Mongolia, and North Korea. Embracing over 800,000,- 
000 people, one-third of humanity, this region is rich in natural 
resources most of which had been little developed until recent 
decades. Soviet policy with respect to this economic empire has 
changed over time both because of changing world conditions and 
because of changes in the Soviet economic situation domestically. 


35 Foreign Aid Supplement, U. S. Department of Commerce, December 1952, 
p. 23. 
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Between 1945 and 1954, this policy seems to have gone through 
three main stages: 


In the first period — which may roughly be taken as 1945 to 
1948 —the Soviet emphasis was upon maximum exploitation of 
this area to meet the internal needs of the USSR. This was the 
period of looting in Eastern Germany and Manchuria, heavy repara- 
tions collections, removals of capital equipment, and the like. In 
Germany and Austria the Soviet government seized hundreds of 
industrial and other firms and operated them for its own account. 
In Eastern Europe and North Korea, so-called “joint-stock com- 
panies" were formed to operate key economic areas of these coun- 
tries. Nominally these were formed by contributions of equal 
amounts of capital by the Soviet Union and by the countries in 
which these enterprises are located. Actually the great bulk of 
the capital contributed by the Soviet Union for these companies in 
Eastern Europe consisted of former German assets in that area. 
Ownership of these assets had been vested in the Soviet Union 
by the Potsdam Agreement of 1945. In Hungary, for example, such 
joint companies were set up early in the postwar period to control 
bauxite production, petroleum and petroleum refining, coal output, 
power plants, electrical and agricultural machinery enterprises, 
chemical production, air and motor transport development, and 
so forth. This occurred also in Rumania and to a lesser extent in 
Yugoslavia. These joint-stock companies were guaranteed profits, 
given exceptionally favorable tax treatment, and generally occupied 
most exceptional positions. That this policy of economic ex- 
ploitation and imperialism was bitterly resented in the countries so 
affected was made clear by the defection of Yugoslavia from the 
Soviet Bloc, and it was also indicated by the later changes in 
Soviet economic policies toward its satellites. 

The second stage of development of the Soviet economic orbit 
may be taken to encompass the years 1949 to mid-1953. In this 
period the Soviet Union began to grapple with the problem of 
longer-range exploitation of its satellites, while faced with the 
competitive example of the billions of dollars of economic aid given 


36 Preliminary Report 20 of the House Select Committee on Foreign Aid, 
The Eastern European Economy in Relation to the European Recovery Pro- 
gram, passim. Washington: Government Printing Office, 1948. 
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the Western European nations by the United States. The Soviet 
Union could and did forbid its Eastern European satellites to 
become eligible for American economic aid by participating in the 
Marshall Plan, but the American example had to be counteracted 
by a program that would at least seem to resemble a policy of 
economic aid. Moreover this period marked the emergence of 
Communist China as a major factor in the Soviet empire. From 
1950 to 1953, of course, the Korean War was fought, raising addi- 
tional economic problems for the Soviet Union. The official be- 
ginning of this second stage of economic policy may be taken to 
be the formation in January 1949 of the Council for Mutual Eco- 
nomic Assistance, consisting of the USSR, Bulgaria, Hungary, 
Poland, Rumania, and Czechoslovakia originally. The purpose of 
this organization was stated officially to be "the exchange of ex- 
perience in the economic field, the rendering of technical assistance 
to each other, and the rendering of mutual assistance with regard 
to raw materials, food stuffs, machinery, equipment, etc." 37 
During this second period, the Soviet Union put greatest em- 
phasis on the rapid industrialization of its Eastern European satel- 
lites. It provided machinery, engineers and technicians, and blue- 
prints for new factories and mines in this area. For the most part 
this was paid for by conventional trade as discussed below, but 
some credits were given, notably the more than $500,000,000 granted 
Poland in two loans.” Communist China received a $300,000,000 
credit in early 1950 to assist in rebuilding its nonagricultural econo- 
my from the low state to which the postwar civil war had reduced it. 
Three factors played a role in motivating tbis policy: the need to 
discourage Titoist defection and sentiment among the satellites; the 
possibility of long-range | mammis of. over-all communist mili- 
tary-economic potentia] by industrialization of the USSR's allies; 
and the the n need to increase -production within the Soviet orbit of 


Western embargo on strategic. c exports. As a result of this } policy, 
trade between the Soviet Union and its satellites, as well as among 
the satellites themselves, grew rapidly. 


37 New York Times, January 20, 1949. Albania and East Germany joined 
later. 

38 The first Polish loan of $450,000,000 was announced in early 1948. On 
a per capita basis, taking into account Poland's much smaller population, this 
was a far more generous credit than the 1950 Chinese loan. 


614 FOREIGN ECONOMIC RELATIONS 


The high degree of trade integration that has been achieved 
between the Soviet Union and its satellite and allied countries may 
be shown by the following 1952 data on the percentage of these 
countries’ trade that was transacted with other communist coun- 
tries, and also with the Soviet Union alone: 2° 


Per Cent Trade Per cent Trade 
Country within Bloc with Soviet Union 
WSSE 2 ssa etaed ERR dE dia 80 — 
Albania. ;:: eere ue es 100 almost half 
Outer Mongolia $ 100 no data 
North Korea ....... a 100 no data 
Communist China DA. 72 53.5 
Bulgaria 89 57 
Rumania 85 58 
Hungary 71 29 
Czechoslavakia .......... sese. 71 35 
Poland oceans errire PEERAA 67 32 
East Germany karma ees 78 no data 


The volume of Soviet trade with the countries of Eastern Europe 
has been studied in detail by Leon M. Herman. His estimates of 
the value of this trade (in millions of United States dollars) in the 
years 1947 and 1951 follow: 


Country 1947 1951 

13.0 24.0 

6.5 12.0 

6.5 12.0 

90.3 153.3 

exports 45.8 86.4 

imports 44.7 66.9 
Czechoslovakia 

total ..... cere eens 66.8 470.0 

exports ..... . 88.9 247.5 

imports 27.9 222.5 

Hungary 

total ......... sees. 27.9 228.4 

exports ... 14.5 111.2 

imports 13.4 117.1 


39 N. Ivanov, "Ekonomicheskoye Sotrudnichestvo SSSR so Stranami Nar- 
odnoi Demokrati,” Vneshnyaya Torgovlya, No. 11 (1953), pp. 13-28. 
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Country 1947 1951 
Poland 
total sce v SEIS 150.1 425.0 
exports ..... oes 79.5 235.0 
imports 2xxexce exea 70.5 190.0 
Rumania 
total 49.8 242.2 
exports 29.9 122.5 
imports 19.9 119.7 
East Germany 
total. sé, hv ehe xs 27.0 426.0 
exports... eese 11.0 250.0 
imports .-++++eeeeee 16.0 176.0 
Soviet Bloc 
total. aroni 424.9 1,968.9 
exports - 2. eee ee eee 225.9 1,064.6 
imports ........5.-5 198.9 904.2 


It will be noted that in 1951 three of these countries, Czecho- 
slovakia, Poland, and East Germany, accounted for roughly two- 
thirds of satellite Eastern Europe's trade with the Soviet Union. This 
proportion has probably also held true roughly in 1950, 1952, and 
1953. i 

It is probably a misnomer to speak of trade in connection with 
these economic relations, since trade implies some degree of 
equality in negotiation and bargaining power. Certainly for Eastern 
Europe, Outer Mongolia, and North Korea, there can be no degree 
of equality with the Soviet Union. Despite the talk of “equal trade,” 
just prices which do not reflect the inequalities of capitalist markets, 
and the like, there would seem to be little doubt but that in rela- 
tion to these countries the Soviet Union dictates to its partners what 
shall be traded and on what terms. There may be more of an ap- 
proach to equal bargaining in the case of Communist China, but 
here too the economic advantage is with the Soviet Union. 

In general, trade between the Soviet Union and other members 
of its bloc consists mainly of Soviet export of finished and semi- 
finished products, particularly all types of machinery and equip- 
ment, in exchange for satellite raw materials, foodstuffs, and con- 
sumer goods. There are, however, important qualifications to the 
above generalization. The more advanced of the satellites, par- 
ticularly East Germany, Czechoslovakia, and Poland, supply the 
Soviet Union with some types of machinery and transport equip- 
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ment. The Soviet Union also supplies many of the satellites with 
raw materials in which they are deficient, particularly iron ore, 
nonferrous metals, and cotton. 

In addition, the Soviet Union has supplied its satellites with 
much of the technical assistance they have required for expanding 
their industries. Soviet engineers and technicians by the thousands 
have gone to Eastern Europe and China to supervise the building 
and operation of new plants, mines, and the like. Many of the 
new plants have been built on the basis of Soviet specifications 
and in accordance with plans drawn up in the Soviet Union, a 
factor which has helped the standardization of satellite industrial 
practice along Soviet lines. 

Statements by communist spokesmen sometimes suggest that the 
goal of this trade, and more basically of the economic planning of 
the communist world, is creation of a fully integrated Soviet Bloc 
economy, dovetailing in all respects and maximally independent 
of the noncommunist world.*? It is most doubtful that this degree 
of integration has actually been achieved or was even sought during 
the second period. The economic plans of the Eastern European 
satellites up to 1953 seemed to be mere replicas of Soviet economic 
plans, with the same emphasis on building up all possible branches 
of heavy industry, than parts of an integrated whole. Some state- 
ments by Czechoslovak communist leaders in early 1954 seemed to 
suggest that beginning in 1956 the economic plans of the Soviet 
Union and its Eastern European satellites would actually be inte- 
grated with more emphasis on division of labor and specialization 
among members of the bloc. Both Czechoslovakia and Hungary 
have delayed the beginning of their next five-year plan period until 
1956 so that their plans can more easily be coordinated with a uni- 
form five-year plan for the Soviet Union and Eastern Europe during 
1956-1960. 

During 1950 to 1953, of course, the Korean War posed great 
problems for Soviet economic policy toward its Asian allies. That 
large amounts of Soviet military equipment and supplies were de- 
livered to the North Korean and Chinese Communist forces during 
this period has been testified to time and again by United States 
^ 40 Cf. for example the statement by Hilary Minc in Pravda, September 25, 


1951. This is quoted also in Harry Schwartz, “East-West Trade,” in Bergson, 
ed., Soviet Economic Growth, p. 346. 
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and other United Nations spokesmen, who have exhibited captured 
Soviet material and have pointed to the large numbers of Soviet- 
made MIG fighters which made up the communist air force in 
this war. How these deliveries of war supplies were financed and to 
what extent, if any, they forced curtailment of planned Soviet de- 
liveries of industrial equipment to Communist China has been kept 
secret. During this period the Soviet Union relinquished to the 
Communist Chinese the Soviet interest and participation rights in 
the Chinese Changchun railroad, thus complying with one pro- 
vision of the February 1950 Soviet-Chinese agreement. Another 
provision of that agreement had called for Soviet restitution to China 
of all property "acquired by Soviet economic organizations from 
Japanese owners in Manchuria.” When announcement of such resti- 
tution was finally made, it became obvious that only a small portion 
of the property seized by the Soviet Union in Manchuria in 1945 had 
been returned. The great bulk of this property — steel-making 
equipment, electric-power-generating machinery, industrial ma- 
chinery, and so forth — was not returned, presumably on the legal 
ground that this had been seized by the Soviet armed forces as 
"war booty" rather than acquired by "Soviet economic organiza- 
tions." 

It should not be thought that the process of milking the Eastern 
European satellites was unimportant during this second period. A 
great volume of reparations flowed to the Soviet Union during 
these years, particularly from East Germany. The economic ex- 
ploitation of Eastern Austria, an area occupied by Soviet troops, 
proceeded at maximum speed. Profits flowed to the Soviet Union 
from Soviet-owned enterprises in East Germany, Rumania, and 
Hungary. And in China the beginning of future profits was laid by 
the formation of three Soviet-Chinese joint-stock companies. One 
of these prospects for and produces oil and gas in Sinkiang Province. 
A second is similarly concerned with nonferrous metals in the same 
area, and a third flies civilian planes along the routes Peking-Chita, 
Peking-Irkutsk, and Peking-Alma Ata.!! Viewed most broadly, of 
course, the basic economic exploitation of the Soviet satellite areas 
arose not from any specific takings by the Soviet government, but 

41 An early announcement of these enterprises is given in Izvestia, March 


99, 1950. An account of Soviet economic penetration into and exploitation of 
China's Sinkiang Province will be found in Foreign Affairs, April 1954. 
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from the fact that Soviet puppets in each country directed eco- 
nomic development there along the lines ordered from Moscow, 
rather than as the inhabitants of each land might have desired if 
allowed to express their choices freely. 


The third stage of economic policy considered here began in 
mid-1953 and was still continuing in the middle of 1954. The 
stage had been set for a new policy by the death of Joseph Stalin, 
the termination of fighting in Korea, and the decision made by the 
post-Stalinist regime to shift domestic economic policy somewhat 
toward greater emphasis on improving the Soviet standard of 
living. In addition the restiveness and resentment shown by the 
population of Eastern Europe — particularly in the June 1953 riots 
and demonstrations in East Germany and Czechoslovakia — also 
affected this policy. 


As revealed during the first year of its execution, this modified 
economic policy toward the rest of the Soviet orbit included these 
elements: 


l. The flow of economic aid from the USSR to Eastern Europe 
was decreased in order to permit an increase in the flow of such 
aid from the Soviet Union to China and Asia. In the summer and 
fall of 1953 announcements were made in the various Eastern 
European satellites that economic plans were being altered so as 
to reduce the former frenzied pace of and emphasis upon heavy- 
industrial development. One of the major reasons given for this 
slowdown in several of these countries was the lack of adequate 
raw material supplies, though earlier it had been taken as axiomatic 
that deficient raw materials would be supplied by the Soviet Union. 
On the other hand, in September 1958 substantial increases in Soviet 
economie aid to North Korea and China were announced. The Soviet 
government granted North Korea 1,000,000,000 rubles to cover 
Soviet help in rebuilding hydroelectric stations, ferrous and non- 
ferrous metal plants, chemical and cement factories, and other 
installations damaged or destroyed during the Korean War. Accord- 
ing to the official announcement this aid will be provided "by means 
of planning work done by Soviet organizations, by supplying equip- 
ment and materials, by giving technical assistance in the process 
of restoration and construction, by handing over patents and tech- 
nical documents . . . and by also training Korean personnel for these 
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enterprises." There was a hint in the announcement that in addi- 
tion to the outright grant North Korea had received a credit for 
consumer goods, and for help in restoring transportation, agriculture, 
public utilities, and other areas of the economy.*? About the same 
time Communist China received what is apparently a long-term 
credit, amount undisclosed, to help finance industrialization during 
its first five-year plan period. The Soviet Union will supply equip- 
ment and technical aid to build or to expand a total of 141 large 
plants producing iron and steel, nonferrous metals, coal, oil and 
oil products, machinery, automobiles, tractors, and electric power.? 

2. Major economic concessions were made to Eastern Germany 
in the summer of 1953, concessions aimed in part at influencing the 
September 1958 elections in Western Germany. As a result the 
Soviet government ceased collecting reparations as of January 1, 
1954, returned the last 33 major East German industrial concerns 
which had been run by the Soviet government in that territory,‘4 
accepted a limitation on occupation expenses in Germany so that 
these may not exceed 5 per cent of the East German budgetary 
revenue, gave East Germany a two-year credit of 485,000,000 rubles 
with interest at two per cent, and increased 1958 Soviet exports 
to East Germany by 590,000,000 rubles, roughly a 50 per cent rise 
in one year.*® Thus Soviet economic policy in East Germany had 
turned through a full 180 degrees from the ruthless looting of 
1945 to the generosity of 1953. This shift resulted, of course, from 
the rising importance of Germany in the struggle between East 
and West, the Soviet Union attempting through its more benevolent 
policy in East Germany to influence West Germany against ratify- 
ing the European Defense Community agreement and rearming 
as part of a Western coalition. 

8. There were many signs in late 1953 and early 1954 that in 
this period the Soviet trade drive against the Western restrictions 
really sought to secure more East-West trade for Eastern Europe 
and China, as well as for the Soviet Union itself. To the extent that 
Eastern Europe and China do increase their trade with the West, 
of course, their economic dependence — though not necessarily 

42 Pravda, September 20, 1958. 

43 Ibid., September 17, 1953. 


44 66 East German plants had been returned in 1952. 
45 Pravda, August 23, 1953. 
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their political dependence — upon the Soviet Union will decrease. 
There seemed little doubt in.early 1954 that this willingness of the 
Soviet Union to see its satellites increase their economic relations 
with the We West was born of the inadequacy of Soviet resources for 
the simultaneous accomplishment of vital economic tasks at, home 
and rapid. building up of satellite economies abroad. Communist 
China, in particular, probably failed by a wide margin to be satis- 
fied with the amount of Soviet resources allocated for Chinese in- 
dustrialization during 1953-57. Even by 1959 when the Chinese 
factories being built or expanded with Soviet help, are scheduled 
to reach full production, China's output of the most important 
heavy industrial products is scheduled only to be at the 1932 
Soviet level. 


CHAPTER XV 


RETROSPECT AND PROSPECT 


Bes THE BACKGROUND of the preceding chapters, it 
seems fitting to attempt some evaluation of the complex saga of 
Soviet economic development. What has been accomplished and 
at what cost? What are the future prospects for Soviet economic 
development? The past is prologue to the future. If we are to have 
any hope of forecasting the future course and speed of Soviet pro- 
gress, we must comprehend the nature of what has been done. 

Among Soviet accomplishments, the_first-in-importance_has been 
the creation of a society and an economy. based on noncapitalist in- 
stitutions and principles. The abolition of private ownership of 
almost all means of production, the coordination of economic de- 
velopment through a unified economic plan, the collectivization of 
millions of peasant farmers — these are major and revolutionary 
achievements with profound consequences. The rulers of the USSR 
have created an integrated and viable state and economy which have 
survived successfully through profound crises. Soviet experience 
has become the model for economic development throughout Eastern 
Europe and communist-dominated Asia. 

Second in the list of accomplishments, we may cite the at least 
partially successful harnessing of pe: ambitions to coordinated 
and. planned economic development. The private initiative and en- 
terprise, based on the desire for gain and power, which built the 
economies of capitalist countries have been largely curbed in the 
USSR. Instead a system of incentives and punishments has been 
created calculated to enlist the energies of the tens of millions of 
adult Soviet citizens toward the realization of state goals. Nowhere 

621 
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else in the world have the “carrot and the stick” been so carefully 
joined together to direct the aspirations and energies of a major mass 
of humanity. Moreover, by intensive and unchallenged propaganda, 
the Soviet government has undoubtedly enlisted the enthusiasm and 
moral fervor of millions of its subjects in the work of realizing its 
objectives. One need not believe all Soviet claims about the “New 
Soviet Man” to understand that the accomplishments of the past 
decades would have been impossible if millions had not been per- 
suaded that they were engaged in a crusade worthy of great exer- 
tions and great sacrifices. The youngsters of the 1930's who carved 
Komsomolsk out of a wilderness, and many others like them, were 
moved by an ideal and by a collective dream. In everyday Soviet 
life an army of agitators — aided by every possible medium of 
propaganda and communication — hammers away at the theme that 
the citizen who serves the government's interest is simultaneously 
serving his own interests. 

Third, and not least important, we may cite the great growth in 
production and the accompanying technological revolution. The 
Russia of 1914 stood in fifth place in the ranking of nations accord- 
ing to industrial production. Though it was advancing rapidly, its 
industry was far from commensurate with the relative importance of 
its population and of the vast area it covered. Its agriculture still 
showed important influences of the primitive technology that had 
been largely abandoned long before in Western Europe. With re- 
spect to productivity and technological level, its industry and agri- 
culture were far behind such countries as the United States, Ger- 
many, and Great Britain. The USSR of 1954 is the second most 
powerful nation in the world, in large part because of the growth 
of industrial production that has provided the sinews of modern 
war. The bare skeleton of the accomplishment in the field of in- 
dustry may be shown by the comparison given in Table 64. 

In little more than a third of a century, despite the destruction of 
one civil war and two World Wars, coal output has been increased 
about tenfold, pig-iron production about sevenfold, steel about 
ninefold, petroleum almost sixfold, and electric power generated 
over sixtyfold. Along with this has gone the comprehensive develop- 
ment of every other branch of heavy industry: machine-building, 


1 Inkeles, Public Opinion in Soviet Russia, passim. 
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armaments, chemicals, and the like. On the other hand, the gains 
made in agriculture, though appreciable in some fields, have been 
of no such magnitude as those in industry, and the disproportions 
between industrial and agricultural growth have often caused dif- 
ficulty. 


TanLE 64. Soviet Production of Selected Commodities in 1913, 1928, 1940, 


and 1953. 
Commodity Unit 1913 1928 1940* 1953t 
Goal 3ovq£es mil. metric tons — 29.1 35.8 166.0 320.0 
Pig Iron .....: mil. metric tons 42 3.4 15.0 28.0 
Steel ...... mil. metric tons 4.2 43 18.3 38.0 
Petroleum ....- mil. metric tons 9.2 115 31.0 52.0 
Electric Power . billion kwh 1.9 51 48.8 133.0 


* Expanded territory. 1 Approximate. 


In the process of development the technological level of most 
branches of Soviet production has been raised substantially. En- 
gineers, physicists, chemists, and other technicians have been trained 
in numbers far greater than ever before. The most able of these 
specialists rank with the best in the world. The Soviet achievements 
in producing hydrogen and atomic bombs testify to the strides that 
have been made. These feats were accomplished sooner because of 
the treachery of Klaus Fuchs and others like him, but there can be 
little doubt that they would have come in any event. A country 
with scientists and mathematicians of the stature of Frenkel, Kolmo- 
gorov, and Kapitsa, to name but a few, has the intellectual personnel 
required to solve the problems, and Soviet economic development 
provided the material means that made possible the actual achieve- 
ment of plutonium and tritium production and atomic and hydrogen 
explosions. 

Less spectacular, but very important, has been the rise in labor 
productivity since 1928. Nevertheless, even in 1954 the supply 
of technically trained personnel in the USSR was still not adequate 
for all needs, and much remained to be done to bring labor pro- 
ductivity up to the best levels of the non-Soviet world. 

The Soviet achievement in industry must be seen in perspective. 
The historical records show that the United States had reached the 
absolute level of Russia's 1913 production of the five commodities 
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shown above in the middle and late nineteenth century, as early as 
1867 in the case of coal and as late as 1899 in the case of petroleum. 
The 1953 output of these commodities in the USSR is for the most 
part at the absolute level attained by the United States about the 
time of World War I. Looked at in the large, the development of 
Soviet industry from 1913 to 1953 took roughly as long and covered 
somewhat the same ground as American industrial growth from, 
say, 1878 to 1918.2 Of course, this analogy should not be pressed too 
closely, since the Soviet technological level of 1953 is far above 
the world level of 1918. 

The Soviet achievement was made despite the physical destruc- 
tion wrought during 1914-20 and 1941-45, destruction that has no 
parallel in the corresponding American experience. The growth of 
the USSR’s economy, until the 1940’s, had to be financed almost 
entirely from domestic resources without the inflow of capital from 
abroad. such as aided economic development in the United States. 
Soviet heavy industry in 1954 was far more comprehensive than 
that of this country in 1918. It included, for example, a major and 
almost all-embracing atomic industry such as this country did not 
develop until World War II and afterward. On the other hand, 
American industrial development did not emphasize heavy industry 
so lopsidedly, at the expense of consumer goods and services. Finally, 
the Soviet progress was accomplished with the aid of a far larger 
population and a much more advanced world technology than were 
available to the United States in the comparable period of develop- 
ment. But taking all factors into account, the USSR's economic 
development has obviously been a remarkable achievement. 

A satisfactory comparison between the pace of Soviet industriali- 
zation and that in the United States or other capitalistic countries 
should be based, of course, upon data regarding over-all industrial 
output. The inflationary character of Soviet statistics on this matter, 
based upon 1926-27 prices, has been pointed out before and makes 
conclusions drawn from them of uncertain value. Perhaps the 
closest analogues in capitalist experience for the Soviet develop- 
ment are to be found in the cases of Germany and Japan. Both 
of the latter emerged from technological backwardness compara- 


? Bureau of the Census, Historical Statistics of the United States 1789-1945. 
passim. Washington, D. C., Government Printing Office, 1949. 
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tively late, and both were able to make very rapid initial progress 
in industrial output by drawing, as the Soviet Union has, upon the 
experience and advanced technologies of the countries whose in- 
dustrialization had preceded theirs. The rapid industrial develop- 
ment of Czarist Russia after 1890 also provides a parallel for the 
Soviet experience, though accomplished in a radically different 
social, political, and economic setting. Some have argued that all 
of the feats of Soviet industrialization could have been accom- 
plished under Czarist rule if World War I and the overthrow of 
that regime had not interrupted this earlier progress.) Like all spec- 
ulations about what might have been in history, however, such 
arguments must rest upon assumptions whose validity is unverifiable. 

One additional factor deserves mention. The extension of com- 
munist control over Eastern Europe and much of Asia has added 
appreciably to over-all communist and Soviet military-economic 
capabilities. With respect to Eastern Europe, the magnitude of 
this increment is shown by the following production data for 1952, 
in millions of metric tons and billions of kilowatt-hours as appro- 
priate. 


Country Coal* Pig Iron Steel Electric Power Oil 
Bulgaria ..-.------- 7.4 - - L4 = 
Czechoslovakia ..... 53.6 24 3.6 11.6 2 
East Germany ...... 157.2 .85 1.9 216 . - 
Hungary «nne 18.7 .58 1.4 3.9 6 
Poland, pte 90.6 18 3.2 11.9 2 
Rumania .. s.-s... 4.3 4 at 8.0 8.4 

Total errien 331.8 5.83 10.8 58.4 9.4 


s Including lignite. 
Source: Unlted Nations, Economic Survey of Europe in 1953, pp. 271-76. 


Assuming some increase in the above totals in 1958 over 1952, 
and taking account of Communist China's output as well as of 
Russia's in addition to the above, it seems likely that in 1953 the 
entire Soviet Bloc produced over 700,000,000 metric tons of coal 
and lignite, about 35,000,000 metric tons of pig iron, over 50,000,000 
metric tons of steel, almost 65,000,000 metric tons of crude oil, and 
about 190,000,000,000 kilowatt-hours of electric power. These repre- 
sent large resources not to be lightly dismissed. 


3 N. S. Timasheff, The Great Retreat, pp. 374-76. New York: Dutton, 1946. 
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The Cost Involved 


Heavy costs have been paid for Soviet progress, both material and 
nonmaterial in character. They have been of a magnitude and a 
nature that find no counterpart in the comparable American experi- 
ence. Only in time of war or the grave threat of war has this coun- 
try undergone deprivations even remotely analogous. 

From many points of view the most important cost has been the 
great loss of freedom suffered by those whom the Kremlin rules. 
The Soviet peoples are regimented peoples. Even the nominally 
free worker or peasant is under virtual military discipline—guar- 
anteed employment and minimal subsistence as is a soldier, but 
like him completely subordinate to the state, which directs all pro- 
ductive activity. The trend of legal regulations has been ever more 
toward imposing greater control and limiting freedom of occupa- 
tional choice. Legally the Soviet worker may not leave his job 
without his employer’s consent, except in extraordinary circum- 
stances. Hundreds of thousands of Soviet youngsters are drafted 
annually to be trained in vocations selected for them by the state. 
After their training they must go and work wherever in the vast 
Soviet Union the state orders them to go. The collective farm 
peasantry must plant those crops the state wishes; sow, cultivate, 
and harvest at state-dictated times; and regard its delivery obliga- 
tions to the state as having first claim upon the product of its sweat 
and toil. The millions of slave laborers in the Soviet Union are 
merely the victims of Soviet coercion at its extreme, not an isolated 
and extraordinary group of unfortunates. 

When the restrictions on political freedom, on the liberty of ex- 
pression and on dissent are taken into account, the picture becomes 
even blacker. The Soviet economy and society of today are a far 
cry from the humanitarian visions of generations of socialist idealists. 
In the name of the working class, the Soviet state has fastened upon 
its workers chains so strong and so burdensome that they can only 
be compared with the worst abuses of peonage. No capitalist cor- 
poration in democratic Western countries would ever dare treat 
its workers as the Soviet government, the world’s greatest single 
employer, has treated those who operate its factories, railroads, and 
mines. 

The reader may wonder how these remarks square with the 
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earlier description of the enthusiasm generated by Soviet propa- 
ganda to aid accomplishment of its economic objectives, or with 
the statement about Soviet success in relating realization of personal 
ambition with accomplishment of government goals. This apparent 
contradiction may be resolved, however, if we think again of our 
analogy between Soviet society and an army The soldier has no 
freedom, but he may be enthusiastic about realization of the army's 
military goals and willing to lay down his life to help attain them. 
Anyone who has ever served in the armed forces knows, too, that 
within the framework of their constricting regulations there are 
incentives and punishments that work powerfully. The desire for 
promotion or fear of being restricted to quarters are potent stimuli 
for good or improved performance; their analogues are equally 
powerful in the USSR. 

But for a fuller resolution of the conflict, it must be pointed out 
that the fund of enthusiasm on which the Soviet government could 
draw was probably much greater in the 1920's and 1980's than it 
has been since World War IL. The very fact that since the mid- 
1930's the Soviet government has had to increase its coercive meas- 
ures and to increase the economic and noneconomic incentives of- 
fered its people would seem to support that hypothesis. What need 
would there be in the postwar period for the dreary endless round 
of socialist competitions, begun on every pretext—such as May Day 
or the Korean conflict if the naive and unquestioning enthusiasm 
of the First Five-Year Plan had carried over to the Fifth Five-Year 
Plan? Would the directors of an economy whose members were 
moved primarily by hope of a glorious future have to explain that 
they abolished rationing because it was too egalitarian and did not 
provide sufficient incentives for greater production? Obviously the 
same factors and considerations do not move all of the Soviet mil- 
lions, yet the system of Soviet incentives makes it clear that personal 
self-interest, not idealistic enthusiasm, is the primary source of 
motivation for the USSR's citizens. 


The Standard of Living 
The Soviet people bore the brunt of the cost of Soviet industriali- 
zation, as did their ancestors in the time of Peter the Great when a 
remarkably similar development took place. It is true that part of 
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the USSR’s development was made possible by utilizing more fully 
resources that had been unemployed, such as many mineral deposits, 
or that were seriously underemployed, such as agricultural labor. 
But the pace and the volume of economic development since 1928 
have required far greater resources than these. In consequence 
the standard of living in the USSR fell seriously in the early 1980's. 
Its recovery thereafter to the end of the decade was at a far slower 
pace than would have been the case if resources had been employed 
in accordance with consumer wishes. In the late 1930's, moreover, 
rapidly increasing military expenditures added to the burden that 
had to be borne by the economy in general and consumers in par- 
ticular. 

The impressive production achievements of Soviet heavy industry 
are unmatched in those sections of the economy serving consumers, 
except for education and medical care, both fields directly related to 
production efficiency. Throughout the Soviet regime, the diet of 
consumers has consisted primarily of bread and cereals; they have 
had little in the way of clothing, and much of that has been of 
rather shoddy quality; and the housing of those who live in cities 
and towns deteriorated over most of the Soviet period—even before 
World War II—to a general slum level of overcrowding and poor 
quality. The immense efforts put forth in the USSR since 1928 and 
the enormous resources employed could have made possible a rise in 
the standard of living to heights far beyond any known before in that 
country. But the government put guns before butter and factories 
before homes, failing time and again to realize the glowing promises 
of improved conditions made to its people. We have quoted earlier 
Prof. Bergson's observation that around 1937 the real per capita 
disposable income available to consumers in the USSR was roughly 
equivalent to that in the United States during the decade 1869-78. 
At the same time the volume of Soviet production of chief industrial 
raw materials was at approximately the level of United States output 
of these commodities in the first decade of the twentieth century. 
The thirty-year gap indicated between consumption and industrial 
raw material output is a crude but significant measure of the differ- 
ential impact of capitalist and Soviet economic development upon 
standards of living. 

An aggravating factor increasing the cost that had to be paid for 
Soviet economic development between 1928 and 1940 was the fact 
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that it was accomplished wastefully and with many errors. One 
would hardly expect such a frenzied concentration of resources upon 
an objective to be otherwise in character. When mistakes and 
waste came to light or were too heavy to be ignored, Stalin and his 
colleagues diverted the blame to "Trotskyite saboteurs and im- 
perialist spies.” They conveniently overlooked the fact that. they 
had approved all phases of the development and encouraged many 
of the trends they subsequently denounced with terms such as 
“gigantomania.” In addition, the centralized character of the Soviet 
economy and the constant fight against efforts to deviate from the 
plan have required a large bureaucracy and an army of watchmen 
of all kinds. The support and maintenance of these personnel have 
had to be borne in addition to the normal costs of economic devel- 
opment. 

It may be argued that the sacrifices imposed upon the peoples of 
the USSR during 1928-40 were justified by the results of World 
War II. Without such frenzied industrialization, the USSR would 
presumably not have been able to stand up against the Nazi war 
machine and help so decisively in defeating it. There is undoubtedly 
much to be said on this side of the case. It is this interpretation of 
events that Stalin gave implicitly in his speech of February 1946. 
But this argument loses at least part of its force when we realize 
that a large part of the development during 1928-40 took place in 
the areas that the Germans occupied, regions lost in the first months 
of the war. The Donbas, the Dnepr hydroelectric installation, and 
many other major economic facilities built or expanded by the 
Soviet regime gave almost no help in winning the conflict. The 
Soviet Army, whose equipment with modern weapons had been so 
major an objective of economic activity in the 1930's, was forced 
back to the gates of Moscow by early December 1941. True, Soviet 
industry recovered and produced most of the armament to equip 
the new armies that ousted the invader. Yet one who studies the 
time table of events and evaluates the role of American Lend-Lease 
and British Mutual Aid deliveries may well wonder whether col- 
lapse could have been avoided had these resources not become 
available. The list of goods shipped the USSR during the war 
included almost every commodity needed in the struggle, from guns 
and planes to metals, aviation gas, rubber, machinery, shoes, and 
food of all kinds. If Soviet industry had had to produce all the 
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trucks, ships, locomotives, and other commodities received from 
abroad, it could never have produced the volume of arms it did. 
The industry behind the line of furthest German penetration during 
the conflict was largely created during the Soviet regime and played 
an immensely vital role in obtaining victory. But the records of 
Lend-Lease and Mutual Aid help are the best proof that this alone 
was inadequate. If military considerations alone are to be used as 
the justification for Soviet industrialization in the 1930's, then they 
would seem to point also to inadequate preparation, particularly 
in the area of locational policy for the industry developed in those 
years. 

Maurice Dobb has referred contemptuously to the "loose and 
ill-informed chatter in the West” about Soviet “industrialization 
promoted at the expense of the standard of life of the people."* The 
First Five-Year Plan, he argues, envisaged a rise in the absolute 
level of consumption during its term. Dobb concedes that " a fall 
in the standard of life occurred in certain of the ‘tight’ years of the 
First Five-Year Plan," but attributes this to extraneous and acci- 
dental factors. Yet this most sophisticated apologia for the cost of 
Soviet industrialization ignores the facts. All the Soviet five-year 
plans to date have promised far greater benefits to consumers 
than were actually realized. Promises are cheap and help morale, 
but the whole Soviet experience until Stalin died had been that 
when resources proved inadequate it was consumer goods and serv- 
ices that bore the cuts needed to assure fulfillment of goals for 
heavy industry. The First Five-Year Plan, for example, set a goal 
for cotton-textile production of 4,670,000,000 meters. Actual output 
was only 2,694,000,000 meters in 1932. The Second Five-Year Plan 
set a goal for cotton-textile output of 4,900,000,000 meters; actual 
production was only 8,447,700,000 meters.5 Shoe production in the 
last year of the First Five-Year Plan was to be 145,000,000 pairs; it 
was only 94,500,000 pairs in 1932.6 In the Second Five-Year Plan, 
it is true, the shoe-production goal was apparently fulfilled in 1987, 
but the benefits here must have been far outweighed by the debacle 


4 Dobb, Soviet Economic Development since 1917, pp. 25-26. 

5 Pyatiletny Plan Narodno-Khozyaistvennogo Stroitelstuo SSSR, Tom I, p. 
218. The Second Five-Year Plan, p. 246. Itogi Vypolneniya Vtorogo Pyatilet- 
nogo Plana Razvitiya Narodnogo Khozyaistva Soyuz SSR, p. 85. 

8 Pyatiletny Plan . . ., p. 221. Itogi Vypolneniya . . ., p. 85. 
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in housing. Instead of 64,000,000 square meters of housing becom- 
ing available during 1933-37, as planned, only 26,800,000 square 
meters were actually put into use.” Never since 1928 has the per 
capita housing available to urban residents come close to the goal 
set in the First Five-Year Plan for 1932-33. 


We do not have adequate data to measure precisely the course 
of the Soviet standard of living, but the decline in the First Five- 
Year Plan was far sharper than Dobb indicates, and recovery took 
an extended period. The world depression that began in 1929 
obviously cannot be blamed on the Soviet leaders and is therefore 
extraneous and accidental in Dobb's sense. But the bloody and 
costly struggle over collectivization was neither extraneous nor ac- 
cidental, though it worked great hardship on consumption. If the 
government had not been able to bend the peasantry to its will, it 
could not have extorted the grain it needed to feed the urban masses 
and for export at ruinous prices in payment for foreign machinery. 
Collectivization was. the. cornerstone of the foundation that per- 
mitted the rapid industrialization of the 1930's, and its costs are 
properly chargeable against that advance. 

One last point may be mentioned in this summing-up of negative 
aspects of Soviet economic development. This is the rise of new 
classes and new divisions in Soviet society as a result of the economic 
policies followed. The hierarchical structure of organization in every 
field of the USSR's society is paralleled by the hierarchy of persons. 
At the top is the Presidium of the Central Committee, an oligopoly 
whose like has perhaps never before been seen, measured by the 
vastness of resources controlled and the freedom of discretion 
enjoyed. Below the Presidium is a large and complex congeries of 
groups, each with its special privileges and favored position: the 
Communist Party bureaucracy; the managers of industry, trade, and 
transport; the officials of the collective farms; the successful writers, 
artists, and scientists, richly rewarded for putting their talents to 
work for the perpetuation of the ruling oligarchy’s sway; the favored 
members of the secret police, whose incomes are high to assure their 
loyalty; the mass of Stakhanovites who set the pace for their fellows; 
the officers of the armed forces. In the aggregate these are a sub- 
stantial number, totaling in the millions. Though many of them live 


1 Cf. Chapter XI above. 
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poorly, in comparison with a skilled American worker or small 
business man, they are the new nobility and the new bourgeoisie of 
the Soviet society. The bounty given some of these groups flows from 
their productive contribution and is properly chargeable against 
production. But the resources devoted to those who keep the Soviet 
people in thrall fall into quite another category. 


Whether these groups total 5, 10, or even 20 per cent of the Soviet 
population, it is clear they form a small though most important 
minority. Their composition and numbers, their relative shares of 
the national income, their absolute level of well-being, these and 
other matters are hidden from both the Soviet people and the outside 
world by the statistical blackout that has prevailed for many years. 
Below them is the great mass of Soviet citizens, who bear the main 
portion of the cost of economic development and military prepara- 
tions. To the extent that mobility still exists in Soviet society, tal- 
ented members of the underprivileged majority can and do enter 
the ranks of the more privileged groups. The hope and possibility 
of such rise may perhaps be an important element in reconciling 
tens of millions to their lot. Yet neither this hope, nor the low stand- 
ard of living that has always prevailed in what is now the USSR, 
is obviously adequate. Else why need the state spend so much 
energy in distorting and misrepresenting the facts about how ordi- 
nary workers and farmers live in the United States and elsewhere 
in the Western world? The tremendous impression made upon 
Soviet soldiers when they entered the far from prosperous areas of 
Eastern Europe at the end of World War II is a measure both of 
their poverty and of the false picture they had been given of life 
outside their country. Ironically, much of the huge cost of the vast 
propaganda machine constantly engaged in deceiving the Soviet 
people about the outside world is included under the "education" 
item of the Soviet budget! The size of this item is then trumpeted 
to the world as proof of the “welfare state" nature of the USSR.® 

If we break away from Marxist shibboleths, it seems not unfair to 
characterize the Soviet economy in these terms: From the point of 
view of organization and objectives it is a military feudal economy 
based upon industry rather than agriculture and employing twen- 
tieth century technology for military, productive, and propaganda 


3 Rovinsky, Gosudarstvenny Byudzhet SSSR, p. 206. 
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tasks. In the last analysis, its internal stability and freedom from 
overt discontent are guaranteed by the repressive forces of the state 
and the Draconian measures they employ. 


U.S. and USSR 


In the current struggle for world mastery. between the forces led 
by the Soviet Union and those led by the United States, comparison 
of the economic strength of the contending groups is of particular 
interest. For a full evaluation of the relative position of the two 
groups, the economic strength of all nations on both sides should 
be compared. We shall restrict ourselves here, however, to the two 
leaders, because of the limited scope of this volume. The industrial 
power of Western Europe, including Great Britain, is substantially 
more than that of Soviet-dominated Eastern Europe. On the other 
hand, the vast manpower of China is an important asset in the bal- 
lance sheet of communist strength, particularly if India remains 
neutral. China's manpower was a major factor that had to be reck- 
oned with in the Korean struggle. 


Comparison of two such disparate economies as the United States 
and the Soviet Union is beset with pitfalls, which must be taken into 
account in advance. In the first place, even during the Korean con- 
flict and the ensuing partial mobilization, the United States was 
working at a level much further below capacity production than 
was the Soviet Union. The standard work week in the United States 
is 40 hours, against 48 in the USSR. Moreover, a larger fraction of 
the female population is employed in the USSR than in the United 
States. With existing capacity of plant and equipment, therefore, 
this country could, if necessary, increase its output more, propor- 
tionately, than the Soviet Union. Secondly, military production 
takes a far smaller fraction of American productive capacity in 
peacetime than it does of Soviet capacity. Even during the Korean 
war, United States production of durable consumer goods—automo- 
biles, refrigerators, television sets, and the like—was at record or 
near-record levels, though these items are obviously most com- 
petitive with armaments in terms of raw materials, machinery, and 
skilled manpower. Under these circumstances the interval of time 
required for conversion of American productive capacity to full 
military production would probably be greater than that of the 
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Soviet Union by a substantial margin. But with conversion com- 
pleted, the ratio of armaments output in the two countries would 
be much more nearly proportional to their productive capacities. 
With these factors in mind, the following comparison may be con- 
sidered. In the following table, United States output in 1958 is com- 
pared with estimated Soviet output in that year for some key 
industrial commodities: 


Commodity Unit U.S. USSR 
Coal soran vcore: mil. metric tons 437 320 
Pig Iron «es +++ mil metric tons 69 28 
Steel ....... esee. +++ mil. metric tons 101 38 
Petroleum ....... +++ mil. metric tons 323 52 


Electric Power billion kwh 514 133 


The wide superiority of United States industrial production is 
evident from the above comparison. Given time, in any conflict in 
the near future American industry could far outproduce Soviet 
industry in weapons of war. Only in manpower does the Soviet 
Union have the edge, the comparable figures in 1954 being 210- 
215,000,000 persons in the USSR and about 160,000,000 in the United 
States. The comparison above omits agricultural products, but there 
too a similar picture would be shown, taking into account relative 
populations. The United States, it should be remembered, helped 
much to feed its allies in World War II, while at no time lowering 
American diets below relatively high nutritional levels. 

The leaders of the USSR are well aware of their quantitative dis- 
advantage in the event of a long-drawn-out conflict conducted along 
the lines of World War II. They have undoubtedly made plans to 
take this into account. Large-scale postwar Soviet purchases abroad 
of rubber, wool, tin, and other commodities in which the USSR is 
deficient suggest clearly that it is actively stockpiling raw materials, 
and probably also food. It is quite probable, in view of past Soviet 
preparations for World War II, that the USSR scrapped a far smaller 
fraction of its military equipment than did the United States. The 
USSR has undoubtedly been stockpiling arms from current produc- 
tion and arming its allies on a major scale. In the middle of 1954, 
all information indicated that the existing military force of the Soviet 
Union was at least as strong as that of the United States, with the 
conspicuous exception of naval forces. Moreover the central position 
of the Soviet Union with respect to both Europe and Asia facilitates 
any action it might take toward bringing its resources to bear upon 
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anticommunist nations on both continents, especially in Western 
Europe and the Middle East. The United States by comparison has a 
much more difficult logistics task in bringing its resources to bear in 
Europe, across 3,000 miles of the Atlantic Ocean, or in Asia, across 
the more than 5,000 miles of Pacific Ocean. On the other hand the 
USSR faces the risk of large-scale obsolescence of much of its present 
vast store of military equipment in the next few years. 

Nuclear weapons—including both atomic and hydrogen bombs 
—are an important factor in any evaluation of relative military- 
economic potential Presumably the United States has a far larger 
stock of these weapons than the USSR, and this will probably 
continue to be the case indefinitely. At some date in the future, 
however, barring the outbreak of war beforehand, the USSR may 
have a sufficient stock of bombs, long-range aircraft, and perhaps 
guided missiles to allow it to hope to knock out the United States 
with a simultaneous attack on all major targets. Yet the Soviet 
leaders will have to take into account possible retaliation. Their 
industry is still highly concentrated in a relatively few areas, and the 
rail and road transportation network east of the Volga River is thin 
indeed. Soviet petroleum production would be severely strained in 
any war involving use of large masses of motor vehicles, tanks, and 
aircraft. Yet the largest single Soviet oil basin, that around Baku, 
is most vulnerable to attack from relatively nearby non-Soviet terri- 
tory in the south. 

The Party Presidium has undoubtedly also taken these facts into 
account. The relocation and new development of industry since 1940 
have created a much more dispersed pattern of location than existed 
before World War II. The effort to develop the Soviet economy 
as a series of somewhat self-sufficient major industrial regions has 
apparently been intensified in the postwar era, though it was begun 
as early as 1939. To the extent that this program has been and will 
be successful, it will give the USSR greater assurance in the future 
against complete economic paralysis resulting from the breakdown 
of transport facilities. But the basic concentration of petroleum 
output in a few areas still remains a glaring weak spot, even though 
large reserves may have been accumulated in areas lacking signifi- 
cant production. 

As far as the material factors are concerned, there seems little 
reason to believe that Soviet economic strength has yet reached 
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such a point as to give the leaders of the USSR confidence of win- 
ning a protracted struggle against the United States. But we must 
not become overly complacent on this score in the light of the rude 
surprises the Soviet Union has given us since 1945 in the field of 
modern weapons. The rapidity with which the Soviet Union 
mastered production of atomic and hydrogen bombs, jet planes, and 
long-range bombers testifies clearly that the Soviet armed forces 
have highly capable scientists and engineers working for them. 
The hints released in late 1953 and early 1954 of sensational Soviet 
progress in long-range guided missiles—including perhaps even 
rockets capable of carrying on intercontinental warfare across the 
Atlantic Ocean—can be disregarded only at our dire peril. The 
swift pace of modern military technology and science is such that 
underestimation of one's opponent may well be disastrous. 

Those charged with the planning of American strategy in relation 
to the Soviet Union have a twofold task. They must try to prevent 
the outbreak of a Soviet-American war as well as plan to win one 
should it occur. In both areas of such planning there is danger that 
non-military elements may be underestimated. Among the latter 
none is more important than the continued great poverty of the mass 
of the Soviet people, more than three decades after the Bolshevik 
revolution. As pointed out earlier, the rulers of the USSR have felt 
it vitally necessary for the preservation of their own power to con- 
ceal the true situation and to try to convince their people that, poor 
as their lot is, they are far more fortunate than workers in capitalist 
countries, particularly the United States. The Soviet government's 
fear of the truth on this matter is indicated by the expensive lengths 
to which it has gone to jam Voice of America broadcasts beamed 
to the USSR. A more imaginative approach is required to break 
through the fog of lies spread by the Soviet government on this 
score. If the Soviet peoples could be informed of the reality of 
life in the "bourgeois" countries and of our desire for peace, there 
would be no danger of war. But such knowledge would imperil the 
stability of Kremlin rule, by demolishing the foundation of lies on 
which it is built. There is no more important area to which Ameri- 
can resources must be devoted if peace is to be maintained or war 
to be won. 

The difference in economic organization between the United 
States and the Soviet Union could be an important factor in a war 
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between them. The highly centralized control of production in the 
USSR discourages initiative at lower administrative levels in the 
making of major decisions. Directors of enterprises have little to 
say about the volume and nature of output as well as about the 
interconnections between enterprises at different stages of a pro- 
ductive process. The reliance upon a long-term plan to provide 
guidance of operations leads to different habits of thought from 
those that are customary among entrepreneurs who must gauge 
their work in the light of rapidly shifting market conditions and 
consumer preferences. These considerations suggest that there 
is a flexibility and adaptability in the American economy far superior 
to that in the USSR. Moreover, there is no one source of control 
in the American economy, comparable to the Party Presidium and 
the economic ministries, whose elimination or impaired oppor- 
tunities for communications with subordinates would so impair 
over-all economic direction. On the other hand, the ability of the 
Soviet Union to convert to war production during World War II 
offered an impressive example of skill and flexibility in meeting 
combat needs under adverse conditions. These factors are all rele- 
vant to any calculation of how either the United States or the Soviet 
Union would react to such an ordeal from the air as Germany and 
Japan suffered during World War II. All rational men must hope 
that the world need never again know such a time. The strained 
atmosphere of our times, however, makes such speculations of 
vital importance. 

In sum, it is not the quantitative strength of the Soviet economy 
as such that raises concern in comparison with that of the United 
States. Rather it is the concentration of that economy upon direct 
and indirect military production, in peace and even more in war. 
By such concentration the Soviet Union has produced nuclear 
weapons and large quantities of first-class planes, tanks, and guns. 
Yet at the same time it has been unable to guarantee the produc- 
tion of uniformly good-quality articles of common necessity, from 
shoes and dresses to bricks and clocks. In this evaluation of the two 
countries and their strength, it should be borne in mind too that 
the relatively low standard of living in the USSR has some military 
virtues. The shift from civilian to military life is far less of a change 
for the Soviet citizen than for his American counterpart. Under the 
harsh conditions of ground combat, the Soviet citizen can adjust 
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more easily to making do on what is available than the American. 
The performance of North Korean troops in their offensive sweep 
of July and early August 1950 provides an indication of the mili- 
tary advantages gained from using personnel accustomed to a low 
standard of living. But the subsequent performance of American 
troops against them provided an equally illuminating insight into 
the value of American weapons. In the Soviet Army the ruggedness 
of the North Koreans is combined with armament of a level rivaling 
and sometimes surpassing that of the weapons at the disposal of 
our troops. 


Economic Development to 1960-65 


Any attempt to consider the future economic development of the 
Soviet Union must begin by recognizing the basic uncertainty 
posed by the threat of war between the two great power blocs of 
our time. That such a conflict would be enormously destructive 
of life and property on both sides seems certain. It seems fruit- 
less to attempt to speculate here on the nature and economic con- 
sequences of such a holocaust. Instead we shall assume here that 
peace of some kind will continue to prevail, even if interrupted by 
peripheral outbreaks that do not involve the two major powers of 
the current world in direct conflict. On this assumption we shall 
examine Soviet intentions for future economic development for the 
period in which these intentions have been made most explicit, that 
is, to about 1960 or 1965. We shall also examine some questions 
of longer-run development, to 1970 and beyond. 

At the Eighteenth Congress of the Communist Party of the Soviet 
Union in 1939, both Stalin and Molotov discussed the future goals 
of Soviet economic growth. They indicated that their objective 
was ultimately to attain production levels permitting the USSR to 
equal and exceed what was then the highest per capita industrial 
output of the United States, that attained in 1929. Molotov's esti- 
mate of how long it would take to do this was given in this sentence: 
“We need another ten or fifteen years at least, another two or three 
five-year plan periods." ? 

In other words, it was the Soviet hope to outstrip the most ad- 
vanced capitalist nations by 1947 or 1952 or soon thereafter. Stalin 


9 The Land of Socialism Today and Tomorrow, p. 119. 


RETROSPECT AND PROSPECT 639 


indicated then that for pig iron an annual output of 50,000,000 
to 60,000,000 metric tons would have to be attained. Writing in 
1940, an outstanding Soviet economist spelled these longer-range 
goals out more specifically, indicating that steel production would 
have to reach 70,000,000 to 80,000,000 tons; coal output would have 
to rise to six times that of 1937, or to over 750,000,000 metric tons; 
and oil production would have to rise to five or six times that of 
1937, to over 150,000,000 metric tons annually.!? 

World War II rudely interrupted these plans. From 1941 to 1945 
much Soviet capital was destroyed and the USSR's production was 
sharply reduced, despite the wartime development of areas beyond 
the line of furthest German penetration. In the same years, capitalist 
nations snapped out of the stagnation of the depression-blighted 
1930's. The United States, particularly, increased its production, 
both absolutely and per capita, substantially. Both of these factors 
put the goal of equalling and exceeding the best levels of per capita 
capitalist industrial production much further away than they had 
seemed in 1939. In describing goals for the future in his famous 
speech of February 9, 1946, therefore, Stalin omitted all reference 
to per capita comparisons with the capitalist world. Instead he 
phrased the objectives in this manner: 


As regards the plans for a longer period ahead, the Party means to 
organize a new mighty upsurge in the national economy, which 
would allow us to increase our industrial production, for example, 
three times over as compared with the prewar period. We must 
achieve a situation where our industry can produce annually up to 
50 million tons of pig iron, up to 60 million tons of steel, up to 500 
million tons of coal and up to 60 million tons of oil. Only under 
such conditions can we consider that our homeland will be guar- 
anteed against all possible eventualities. 


Stalin indicated that might take three or more five-year periods, that 
is, to 1960 or 1965 or thereabouts. His reference to guaranteeing his 
country against "eventualities" was obviously an oblique means of 
stating that the increase of military-economic strength would be 
the primary objective of future development. Aside from the im- 
plicit abandonment of the hope of outstripping capitalist nations in 
the foreseeable future, his speech is noteworthy because several 
specific goals given by it are less than those implied by him and 


10 Planovoye Khozyaistvo, No. 10 (1940), pp. 36-37. 
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Molotov in 1939. This is clearly shown by comparison of Stalin's 
target figures quoted above with those stated or implied in the 
article by the Soviet economist referred to earlier. It must be re- 
membered that the territory and population of the USSR in 1946 
were both substantially greater than at the time of the Eighteenth 
Communist Party Congress in 1939. 

It is noteworthy that the specific production goals enunciated 
by Stalin are, in the case of pig iron, steel, and coal, roughly equal to 
the corresponding American output of these commodities in 1940 
or 1941. In the case of petroleum, however, the 60,000,000 metric 
tons objective is only about one third of the American production 
in 1940. On a per capita basis, of course, Soviet production of even 
pig iron, steel, and coal would be far below that of the United 
States in 1940 or 1941 should these goals be reached by 1960 or 
1965. The over-all goal for gross industrial production indicated 
by Stalin, triple that of 1940, is equivalent to about 400,000,000,000 
rubles in 1926-27 prices. This is the same goal indicated by a Soviet 
source in 1939 as the future target to be attained — presumably by 
1947 or 1952 — if the USSR were to equal per capita American in- 
dustrial production in 1929.11 In 1939, however, Soviet calculations 
were based on the premise that the USSR would have roughly 
200,000,000 persons by the time the 400,000,000,000 ruble output 
objective was attained. By 1960 or 1965, assuming that all of 
Stalin’s goals are attained then, there will be appreciably more than 
200,000,000 persons in the Soviet Union. Hence even then the USSR 
will not have attained American 1929 per capita industrial produc- 
tion. 

When Stalin enunciated his long-range goals in 1946, he pre- 
sumably based them on the assumption that the objectives of the 
Fourth Five-Year Plan would be reached on schedule by 1950. An 
important insight into the thinking behind this long-range planning 
is obtained if we assume, as Stalin’s economists may have, that the 
long-range objectives he stated might be reached by about 1962. 
The interval between 1950 and 1962 is the same as that between 
ny. A. Ioffe, Ekonomicheskoye Sorevnovaniye Sotsializma i Kapitalizma, p. 
17. Moscow: Ogiz, 1939. Ioffe does not state specifically that the per capita 
production of the United States referred to is that of 1929. This seems likely, 


however, since his discussion is based on Stalin’s speech at the Eighteenth 
Communist Party Congress. 
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1928 and 1940. While the absolute gains scheduled to be won in 
the later period are greater than those actually attained in the 
earlier period, it must be remembered that the Soviet economy 
begins from a much higher original level in 1950 than it did in 1928. 
The percentage gains scheduled to be made in the period after 
1950 are substantially lower than those actually achieved in the 
earlier years of most intense economic development. This is shown 
in the table below. 


Percentage Growth in Production 


1928-1940 1950-1962 
Commodity ACTUAL PLANNED 
Gross Industrial Output .......... 642 195 
Coal 464 200 
Pig Iron 441 256 
Steel 426 238 
Petroleum 210 170 


The relative modesty of the percentage gains scheduled to be at- 
tained after 1950 is apparent from this comparison. 

The following seem likely to have been the most important factors 
in the considerations that preceded the setting of these long-range 
post-war goals. First, much of the rapid progress from 1998 to 
1940 was obtained by utilizing more fully the initially existing stock 
of capital. The greatly increased burden placed upon the railroad 
transport system during this period is an outstanding example of 
this. Moreover, most earlier development took place in existing 
centers of population and was made possible by greatly increasing 
the crowding of existing housing. For future progress, however, 
Soviet planners must provide for the utilization of less accessible 
resources in thinly populated areas. More and more they will have 
to use inferior-grade raw materials formerly not required. New 
rail lines must be built, along with many more new cities and towns. 
The existing overcrowded stock of housing cannot be relied upon 
to hold many more people, so that urban housing construction will 
have to increase proportionally or more than proportionally to the 
future growth of urban population. It is significant that even before 
World War II the Soviet government announced a ban against 
building new productive enterprises in a number of the largest Soviet 
cities, including Moscow and Leningrad. 
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Second, it may be that Soviet planners have decided that other 
branches of the economy must receive a larger share of capital in- 
vestment in the future. In the postwar period, railroad transport 
requires great reconstruction and substantial expansion. The road 
network of the USSR is most inadequate and requires substantial 
development if the economies obtainable from greater use of auto- 
mobiles and trucks are to be secured. With the rapid growth of 
population likely in the future, agricultural output must be in- 
creased greatly. This requires not only heavy investment in such 
activities as irrigation and the major afforestation project begun in 
1948, but also investment aimed at still further mechanizing and 
electrifying agriculture so as to increase labor productivity there. 
Only by such increased productivity can adequate numbers be re- 
leased from the rural labor force to provide the workers needed for 
the expanding nonagricultural economy. 

Third, Soviet planners have probably reckoned with the desire 
of their people for less future sacrifice and a higher standard of liv- 
ing. To meet this desire there must be increased production of food, 
housing, and consumer goods. In part this must be made possible 
by increased investment in, and allocation of labor to, the sadly 
neglected field of consumer services of all kinds. After the sacrifices 
and hardships of the years since 1928, the Soviet people can hardly 
be in a mood to sustain similar deprivation to 1960 or afterward. 
Intent upon remaining in power and minimizing internal dissent, 
Soviet leaders are probably quite sincere in their avowals that in- 
creasing the standard of living is high on the list of their future 
objectives. 

Fourth, the problem of labor must hold a central place in Soviet 
planning for the future. The development of the 1930's was made 
possible by moving millions of underemployed workers from agri- 
culture to nonfarm occupations, particularly industry. In the future, 
such huge mass migration from the countryside in such a short 
period will not be possible, since much of the slack of underemploy- 
ment there has already been taken up. Natural population increase 
will continue to provide additional labor resources, but for the short 
run — from 1955 to 1965 — the number of young workers entering 
the labor market will reflect the reduced birth rate and high infant 
and child mortality of the hard years during World War II. To make 
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their labor supply adequate for their future goals, Soviet leaders 
will have to, and obviously intend to, press for maximally rapid in- 
creases in labor productivity. The best levels attained by capitalist 
countries are their most obvious objective. But starting from the 
higher level of productivity existing in 1950, Soviet leaders cannot 
count upon making progress as rapidly as they did when they started 
from the abysmally low level of 1998. The frantic appeals for higher 
labor productivity published in the Soviet press in the spring of 
1954 gave evidence of this problem's importance. 

The above analysis of the probable future slowing down of the 
rate of Soviet economic growth was originally written in 1950. Since 
then it has become clear that Soviet petroleum production is likely 
to reach the long-term goal set by Stalin well before 1962, probably 
by 1955 or thereabouts. Moreover, as pointed out in an earlier 
chapter, the Soviet 1955 goal for gross industrial output, as set by 
the Fifth Five-Year Plan, is seemingly equivalent to about the 400,- 
000,000,000 rubles in terms of 1926-27 prices originally envisaged 
by Stalin for attainment in 1960 or later. The meaning of the latter 
fact is obscure because of the change in the method of calculating 
Soviet industrial output indexes which was introduced in 1952. Cer- 
tainly the 1955 goals for coal, steel, pig iron, and electric power are 
well below the levels Stalin and his colleagues envisaged for 1960 
in their early postwar planning. 

Since 1950, too, many anxious voices have been raised in the 
Western world pointing to the seemingly much more rapid economic 
growth in the Soviet Union (and its satellites) than in the United 
States (and Western Europe and much of the rest of the free world). 
Concentrating their attention on the disparity between rates of 
growth of industrial output of eight to ten per cent annually in the 
communist sphere as against much smaller rates — usually under 
five per cent annually — in the United States, these observers warn 
that sometime in the future the Soviet Union must catch up and 
then surpass the United States. One of the most cautious of these 
observers, Mr. Peter Wiles, says ". . . the absolute level of American 
production, even allowing for its future growth, may well be at- 
tained by the Soviet Union before 50 years have passed." 1? More 
alarmist voices put the matter more strongly and more closely in 


12 Peter Wiles, "The Soviet Economy Outpaces the West,” Foreign Affairs, 
July 1958, p. 578. 
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the future ahead of us. Certainly an extended period of major de- 
pression in the United States, with concomitant stagnation of in- 
vestment and underutilization of resources, would permit the Soviet 
Union to narrow the gap rapidly. 

The logic of this position is unassailable if it is supposed that 
past rapid rates of Soviet economic growth can be maintained little 
changed. Yet as argued above there is good reason to expect serious 
slowing down of the rate of Soviet industrial expansion. The meas- 
ures taken by the regime of Premier Malenkov since Stalin's death 
represent a concession to the pressures discussed above for more 
rapid improvement of the domestic standard of living. This con- 
cession has taken the form of some reallocation of investment from 
heavy industry to light industry and agriculture. True, so far as 
could be judged by early 1954 the Malenkov regime is trying to 
keep such diversion as low as possible and does not contemplate, 
for example, any real attack on Russia's housing problem anywhere 
commensurate with the need. Yet the initial concessions may be 
far from the final ones, though the Malenkov regime's pronounce- 
ments indicate that it intends to push the development of heavy 
industry and armaments as rapidly as possible given the political 
situation at home. 

It is in agriculture, however, that the issue may be decided. The 
failure of Soviet food production to keep pace both with the growth 
of population and with the desire of the Soviet population for 
improved quality of nutrition was the theme of Khruschev's re- 
markable addresses of September 1953 and February 1954. Recog- 
nition that the root of the difficulty was in the failure to expand 
grain production sufficiently came in early 1954 with the announce- 
ment of the semidesperate project of putting over 30,000,000 acres 
of marginal land under the plow by 1955 so as substantially to 
increase grain production. If this and other related measures fail, 
then much more capital investment will have to go into agriculture 
in order to raise yields very sharply. 

Certainly no upper limit can be placed, a priori, on the possible 
levels of Soviet economic expansion. But the matter is more compli- 
cated than mere mechanical projections of past trends would sug- 
gest. Certainly in 1960 or 1965, the evidence suggests, Soviet in- 
dustrial production is likely still to be below, say, the United States 
levels of 1952 or 1958. For the further future, there are the revolu- 
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tionary possibilities of automation and atomic energy, the full 
import of which — for good or for evil — is unpredictable. 

In the light of the considerations sketched above, we may note that 
it was not until March 1954 that a high Soviet leader followed the 
1939 example of Stalin and Molotov by publicly discussing the 
economic backwardness of Russia on a per capita basis compared 
with advanced noncommunist countries. This discussion was given 
in the following remarks by Deputy Premier A. I. Mikoyan printed 
in Pravda, March 12, 1954. 


Instead of the armaments race, why should there not be competition 
between the two systems-—socialist and capitalist-with respect to 
peaceful production and raising the living standards of the people. 
We are prepared for such a competition. With respect to some prod- 
ucts, we know that some capitalist countries produce more of them 
per capita and often this production is of better quality than our's. 
This is connected with the fact that these countries took the road to 
industrialization earlier than we did, and did not suffer, as we did, 
such great war losses. The Soviet Union has already shown the 
advantages of its economic system with respect to both the tempo 
of economic development and the level of technical development. 


These were certainly brave words. But they came at a time when 
the Soviet Union was frantically engaged in building nuclear and 
other armaments, when there seemed no foreseeable end to the 
housing crisis, and when extreme measures had been forced upon 
the government in its efforts to ensure even the nation's grain 
supply. These facts too must be borne in mind in evaluating 
Mikoyan's remarks. 


The Geography of Future Development 


The speculations above are partially confirmed by a rather de- 
tailed outline of the nature of future economic development given 
in October 1949 by the outstanding Soviet geographer V. F. Vasyu- 
tin.? He indicated that the great natural wealth of Siberia is to 
be the basis of much future development. Industry in this area is 
to be furnished large quantities of cheap hydroelectric power from 
the Angara and Yenisey rivers. New railroads must be built in 


13 Izvestia Akademii Nauk SSSR Otdeleniye Ekonomiki i Prava, No. 3 (1950), 
pp. 179-92. This discussion also takes into account various projects announced 
since Vasyutin delivered his paper, intended to realize objectives he mentioned. 
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Siberia, and new cities and industrial centers must be built along 
those lines. Kuzbas coal output must be tripled, presumably to 
about 90,000,000 metric tons annually. Industry is to be developed 
in this area up to the point where it will require about 75,000,000 
metric tons annually, he implies. The Kulundinsk and Barabinsk 
steppe areas must be turned into great food-production regions 
to feed the expanded population of the area. Siberia is to become 
a major lumber, wood-chemistry, cellulose, and paper center of 
the USSR. The mineral and agricultural resources of the Minusinsk 
basin are to be intensively developed. Yakutsk and the Tuvinian 
autonomous province are also to be centers of substantial economic 
progress. In the Far East, emphasis is to be put upon developing 
metallurgical industry, both ferrous and nonferrous; expanding 
forestry activity; and making this area more nearly independent 
and self-sufficient with regard to food. 

In the future development of Kazakhstan, the mineral resources 
of the Altay mountains and hydroelectric power from the Irtysh 
River are to be stressed. The region around Lake Zaysan in southeast 
Kazakhstan is to be developed as a highly intensive food produc- 
tion center and also as a major source of coal and shale. In central 
Kazakhstan, the nonferrous metallurgy in the neighborhood of Lake 
Balkhash will be further developed. In addition ferrous metallurgy 
is to be developed by combining Karaganda coal with iron ore 
from the Dzhezkazgan, Ata-Su and Karkoralinsk regions. The 
Ekibastuz coal basin is to increase its production. Great expansion 
of irrigation will be needed for agriculture in this territory, and 
the problem of providing water for industrial uses is also to be 
worked on intensively. In southern Kazakhstan, hydroelectric 
power will be obtained from the Ili River and from the numerous 
smaller mountain rivers there, while the agricultural potential of 
the area south of Lake Balkhash is to be developed. Metal mining 
and industry are to be of major importance. In western Kazakhstan 
exploitation of the petroleum and natural gas resources of the Emba- 
Urals area will receive priority along with increased production 
from local coal supplies. 

The Fergana Valley of Central Asia is also to be a major center 
of future economic progress, which will be based upon increased 
exploitation of mineral resources and further growth of cotton pro- 
duction. As noted in Chapter I, uranium ore is found in this area 
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and may be an important basis for present and future development. 

Hydroelectric power and irrigation are key features of the de- 
velopment envisaged for the Caucasus. The water resources of 
the Kura, Araks, and Zanga Rivers, and of Lake Sevan, are central 
in these projects. Subtropical crops are to be further expanded in 
the Kolkhid (Colchis) and Lenkoran areas and on the Black Sea 
coasts of the North Caucasus and Crimea. Iron ore, petroleum, and 
natural gas production are to be focal points of attention on the 
Kerch Peninsula. 

Future economic development in the Volga River region is to be 
based on hydroelectric power, irrigation, and increased oil output in 
the "Second Baku" region. In late August 1950, the Soviet govern- 
ment announced plans for construction of two of the largest hydro- 
electric stations in the world on the Volga River at Kuibyshev and 
Stalingrad.!* 

New industrial centers are to be created in the Urals on the basis 
of the iron ore there combined with coal from the Pechora Basin 
in the north. The Ukhta-Pechora region in the European north 
is to have forestry, wood-working, cellulose, and paper industries 
developed, along with an agriculture adapted to the extreme climatic 
conditions there. 

In the Ukraine, the Donbas is to be further developed as a primary 
center of all kinds of industry. The Kakhovka hydroelectric station 
will be built on the Dnepr River, and the Carpatho-Ukraine will 
become an important industrial center. Future economic progress 
in Moldavia is to be based on exploitation of hydroelectric power 
from the Dnestr River. 

The future economic pattern envisaged for the Moscow-Lenin- 
grad region will rest on intensive expansion of local coal and 
metallurgical production. Exploitation of the Moscow and other 
coal basins there is to be increased, as is the mining of iron ore 
from the Kursk Magnetic Anomaly. New metallurgical plants are 
to be built near Leningrad and in the neighborhood of Moscow. 

In all this future development, apparently, it is intended to 
continue emphasizing the need for partially self-sufficient economic 
regions, capable of supplying their own requirements of food, 
consumer goods, and other commodities as far as possible. Vasyu- 


14 Pravda, August 21 and 31, 1950. 
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tin has declared, however, "We will always use the advantages of 
correct territorial division of labor between regions, combining 
specialization with the maximum possible and necessary all around 
development (literally, complexity)" Where the line is to be drawn 
between specialization and self-sufficiency is not clearly indicated. 
Vasyutin has defined the degree of complexity desired for each 
major region in these terms: 
The problem of complex development of a region is first of all to 
guarantee the specialized branches of national significance necessary 
raw materials, fuel, electric power, different raw materials and in 
the maximally possible degree satisfy the requirements of the region 
for fuel, metal, construction materials, chemical fertilizers, agricul- 


tural products, and consumer goods, in correspondence with the 
instructions of the 18th Party Congress.!5 


Prof. Khachaturov, the outstanding Soviet specialist on transport 
economics, has indicated that the reasoning behind this planned 
geographical pattern of development is the desire to have transport 
requirements grow more slowly than production. Writing in 1940 
and looking ahead to 1947 or 1952, he argued that a more even 
distribution of industry in the future would permit reduction and 
elimination of many long hauls required before World War II. By 
the time the USSR had equaled 1929 per capita United States in- 
dustrial production, he believed the volume of Soviet railroad 
freight turnover would be between 900,000,000,000 and 1,000,- 
000,000,000 ton-kilometers per year. This figure is only two and a 
half times the 1940 volume of 415,000,000,000 ton-kilometers, though 
the Soviet goals call for tripling 1940 industrial production. Kha- 
chaturov estimated that by 1947 or 1952, years now replaced by 
1960 and 1965 as terminal points of present long-range planning. 
Soviet railroads would be carrying about 1,500,000,000 metric tons 
of freight with an average transport distance of 600 to 650 kilo- 
meters.|^ As indicated earlier, however, considerations of military 
strategy are probably also behind this planned localization of eco- 
nomic activity. The speech by First Deputy Premier Kaganovich, 
published in April 1954, indicated Russia still has far to go before 
it achieves regional self-sufficiency. 


15 Izvestia Akademii Nauk SSSR, op. cit., p. 190. 
10 Planovoye Khozyaistvo, No. 10 (1940), pp. 37-38. 
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The Communist Future 


At best the shape of the future is not clear, and it becomes dimmer 
the further we attempt to probe. As Soviet planners look beyond 
1960 or 1965, the possibilities before them become more abundant, 
as do the alternatives among which they may choose. The avowed 
ultimate goal of Soviet development is the achievement of the long- 
promised state of communism. The people of the USSR have been 
told for over three decades that the sacrifices demanded of them are 
worth while because they are building a new society in which human 
nature will be far different from that existing at present and in which 
distribution can be in accordance with need rather than productive 
contribution as at present. Some facets of the problem of building a 
truly communist society are beyond the scope of this volume. 
Whether or not the great mass of human beings can be conditioned 
to work for the joy of working rather than to obtain the necessities 
and luxuries they want is a question for a treatise on psychology 
and perhaps on psychiatry. It may be remarked here, however, that 
the highly differentiated system of rewards and punishments now 
prevalent in the Soviet Union would hardly seem conducive to the 
development of that type of attitude toward work. The discussion 
will be limited here to the economic aspects of the requirements to 
be met for the attainment of communism. 

Soviet leaders have scrupulously refrained from setting any very 
definite time by which they hope to attain communism, preferring 
ambiguity that would arouse hopes without committing the state to 
specific performance. Nevertheless, it seems pertinent to inquire 
whether it is likely that the USSR can achieve a state of abundance 
permitting distribution according to needs by 1970. Soviet leaders, 
like Marx before them, have been ambiguous as.to the concept of 
the needs that would be met in a communist society. Skeptics may 
argue that since human wants are insatiable no society.can ever 
hope to be sufficiently productive to give people all they want. But 
perhaps the term ‘needs’ could be interpreted as consisting of the 
goods and services comprising a level of high consumption. For 
exploratory purposes let us assume that Soviet leaders might be able 
to institute communism if by 1970 they could attain per capita pro- 
duction equivalent to that of the United States in 1953. This would 
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require substantially higher absolute output than was achieved by 
the United States in that year, because of the more numerous Soviet 
population. Even the American postwar production level might be 
inadequate for communism, or at least this has been implied by 
one Soviet economist.!* 


We shall assume that by 1970 the Soviet Union will have about 
260,000,000 people. This is derived from an assumed 1953 popula- 
tion of 210,000,000 and an annual increase of almost 3,000,000 per- 
sons in each of the following seventeen years. In Table 65, there- 
fore, American per capita production of various key commodities 
in 1953 has been multiplied by 260,000,000 to secure a figure of what 
Soviet production would have to be in 1970 to give the minimum 
material base for instituting a communist system of distribution. 


TaBLE 65. Soviet Production Required in 1970 to Equal United States 1953 
Per Capita Output of Selected Commodities. 


Required Soviet 


Commodity U. S. 1953 1970 Output 1958 Soviet 
Per Capita Equivalent Output 
[e | 2,181 kg. 710 mil. metric tons 320 
Pig Iron ....+.+--+-- 431 kg. 112 mil. metric tons 28 
Steel 01er 631 kg. 164 mil. metric tons 38 
Petroleum ++. 2,019 kg. 525 mil. metric tons 52 
Electric Power .. . 8218 kwh 885 billion kwh 133 
Cotton Textiles . 57.5 meters 15 billion meters 5.3 
Leather Shoes 3.12 pair 812 million pair 242 


The immensity of the task before the Soviet economy is implied 
clearly by the data above. To achieve 1953 United States per capita 
output by 1970, the Soviet Union would in 17 years have to double 
its coal, quadruple its pig iron and steel, multiply petroleum output 
ten times and electric power more than six times, triple cotton textile 
production, and more than triple shoe production. Even the above 
comparison minimizes the nature and magnitude of the progress 
that would have to be accomplished because it leaves out of account 
the far greater expansion of consumer services that would have to 
be made to attain the American standard in this field of consumption. 
In addition, the table above does not indicate the increase in agri- 


17 Izvestia Akademii Nauk SSSR, op. cit., No. 3 (1949), p. 223. 
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cultural output that would have to be attained so that Soviet food 
production per capita might equal that of the United States in 1948. 
The latter is particularly important because of the fact that until 
now Soviet food consumption has been heavily based upon grain. 
Presumably in the future communist society consumers will wish a 
more diversified diet and one including much more in the way of 
meat and dairy products. To produce a pound of meat requires 
between five and ten pounds of grain fed to livestock. Any increase 
in meat and dairy output to American levels would consequently re- 
quire a tremendous increase in grain production. 

In the area of food production, therefore, the possibilities of rais- 
ing Soviet per capita output to the American level may be considered 
on the basis of grain, which, as pointed out above, is also the basis 
for meat and dairy production. In 1946 American per capita output 
of six major grains, wheat, rye, barley, oats, corn, and rice, was 970 
kilograms. Assuming 260,000,000 persons in the USSR in 1970, the 
equivalent level of per capita output would require production of 
258,000,000 metric tons of grain in that year. Actually, to make the 
Soviet figures comparable with the American ones, allowance would 
have to be made for the fact that Soviet grain statistics are on an 
exaggerated field basis that does not allow for losses. This might 
perhaps raise the grain requirement, in terms of Soviet harvest statis- 
tics, to 280,000,000 metric tons. In 1953 the Soviet Union's biological 
crop of grain was less than 130,000,000 metric tons. Thus in the 17 
years from 1953 to 1970, total Soviet grain output within the present 
boundaries must more than double in order to equal American per 
capita output in 1946. Whatever may be accomplished toward in- 
creasing sown area and yields per acre in the next twenty years, 
such a stupendous feat seems most unlikely of accomplishment. 
One student of Soviet agriculture has pointed out that even an in- 
crease of Soviet grain production by 1970 to 162.9 million metric 
tons will be most difficult to achieve, if it can be done at all.18 The 
vastly greater amount required to achieve the standard indicated 
above seems out of the question. Faced by both an increasing popu- 
lation and a strong demand by their people for an improved quality 
of diet, it is clear that the Soviet leaders are under great pressure to 


18 Joseph J. Bulik, "USSR: The Fifteen Year Afforestation Plan," Land Eco- 
nomics, November 1949, pp. 358-60. 
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increase grain output in the future substantially, even if they cannot 
achieve the very high goal calculated as required for communism 
under the assumption made here. 


As one surveys the enormous progress that would have to be made 
by 1970 to achieve even the minimum level of abundance that might 
make a communist system of distribution practical, it seems most 
unlikely that it can be done. The gains required to reach American 
1958 output per capita in both goods and services will be difficult 
to achieve by 1980 or perhaps even later. When one takes addi- 
tionally into account the insatiability of human desires, the increas- 
ing differentiation among Soviet consumers and income recipients, 
the great stratification of Soviet society and the official derogation 
of egalitarianism, it would not be surprising if the dream of com- 
munism in this century proved to be hollow, a vain hope placed be- 
fore the poverty-stricken masses to impel them to great efforts and 
sacrifices. 

It may be objected that future technological progress is likely to 
be great and that such developments as the harnessing of atomic 
power may make accomplishments that now seem far away more 
easily realizable. The dynamic scientific and engineering advance 
of recent generations lends point to this objection, yet it is difficult 
to see what technological advances would be sufficiently great to 
speed very substantially the attainment of contemporary American 
per capita production. 

Soviet spokesmen, it is true, have boasted of their intention to use 
atomic power for peaceful purposes. It may be that the Soviet 
evaluations of the costs of atomic power and its relative economies 
are brighter than those made by American economists because in- 
vestment calculation in the USSR does not take into account any ex- 
plicit charge for interest, an important item in view of the high 
capital costs involved. There is also the possibility that Soviet calcu- 
lations on this matter may envisage use of atomic power for very 
large-scale plants where economies of scale may reduce costs well 
below those estimated in the case of the 75,000 kilowatt plant, the 
plant that has been most carefully analyzed in this country.!? 
Most serious technical discussion of future Soviet power expansion 


18 Walter Isard and: Vincent Whitney, “Atomic Power and the Location of 
Industry,” Harvard Business Review, March 1950, pp. 47-48. 
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published in the USSR has focused upon hydroelectric power proj- 
ects, the most conspicuous examples being the huge Kuibyshev and 
Stalingrad stations announced in August 1950 and discussed above. 
For the next decade, however, it seems likely that economic factors 
will play a secondary role in determining Soviet policy on atomic 
power. The USSR announced on June 30, 1954, that it had put a 
5,000-kilowatt atomic power plant into operation. This was ob- 
viously done regardless of expense, because of the political and 
propaganda prestige resulting from such an accomplishment. But 
such an advance, even if made before corresponding progress in 
countries where costs play a more decisive role, is still a long way 
from making atomic power a significant major element in economic 
expansion. 

The pessimistic conclusions drawn above regarding the possibility 
of the attainment of sufficient abundance to permit a communist 
system of distribution in the foreseeable future should not be mis- 
understood, however. Given peace and stability, the USSR will 
continue to make substantial progress both in heavy industry and in 
standard of living, after the goals set by Stalin for 1960 or 1965 
have been attained. Once these goals have been reached, there will 
probably be a further reduction in the rate of growth, to 100 or 50 
per cent every ten or fifteen years, rather than the 200 per cent 
envisaged after 1950. This will still be very substantial progress. 
If we assume that Stalin’s targets set out in 1946 are reached by 
1962, then a 100 per cent further increase by 1974 would bring the 
total output of Soviet heavy industry at least to well above American 
levels before the Korean War. Steel output might rise to over 100,- 
000,000 metric tons; coal production to well over 700,000,000 metric 
tons; and so on. This is not to be construed as a prediction in any 
sense. Rather it is intended to point out that even substantial lower- 
ing of past rates of Soviet progress would bring its total industrial 
production much more nearly abreast of that of the United States 
twenty-five years from now than it is at present, assuming only 
moderate continued economic expansion of the more mature Ameri- 
can economy. All this would be true even though per capita indus- 
trial production would still be far behind that in this country because 
of the discrepancy in population. The story in agriculture, of course, 
is far different, for no comparable rapid rates of growth are to be 


654 RETROSPECT AND PROSPECT 


expected there. It is conceivable that rapid future Soviet population 
growth, if unmatched by corresponding improvement in crop and 
livestock yields and food supply, might result in serious pressure on 
the Soviet regime, forcing it to export capital equipment in exchange 
for food, or perhaps reinforcing other motives for imperialistic ad- 
ventures. Such speculations about the possible situation two decades 
or more ahead of us must obviously be very inconclusive, especially 
in view of the grave problems that must be overcome in the near 
future in the international arena. 


The future development of Soviet foreign economic relations will 
be influenced very greatly by the world political and military situa- 
tion. If present strained relationships between East and West con- 
tinue, as seems most likely, the world will certainly continue to be 
divided into two great trading blocs having relatively little to do with 
each other economically. In such a situation, the already substantial 
integration of the economies of the Soviet satellite countries with that 
of the USSR will increase. The vast area from the Pacific to the 
western borders of East Germany beyond the Elbe River will tend 
to became a single economic unit coordinated effectively from a 
single center, Moscow. This will be a latter-day colonial empire remi- 
niscent of that created by Nazi Germany in the Balkans before 
World War II. As the core and chief power within this bloc of 
nations, the USSR is in a position to benefit from the economic 
development of its satellites. It can unilaterally impose terms of trade 
favorable to it; through present and future joint-development cor- 
porations operating in satellite countries, it can profit handsomely 
from their economic progress. The complete political subservience 
of its satellites provides abundant prerequisites for such economic 
exploitation. 

China is a special case. The relationships between China and the 
USSR are and obviously will be far different from those between, 
say, Bulgaria and the USSR. The Soviet government can hardly 
look forward with pleasure to the rise of a strong and economically 
well-developed China on its southern border. Yet fear of Tito-like 
defection exerts strong pressure to accede to Chinese demands for 
economic aid. Even with the best of will, however, the Soviet gov- 
ernment is not now in any position to give Mao Tse-tung and his 
associates anything like the volume of economic development as- 
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sistance they want and need. In this area, surely, there is fertile 
soil for the seeds of rancor and discord. The area of Chinese-Soviet 
economic relationships both is influenced by and influences political 
relationships between the two countries. The course of those rela- 
tionships in the years ahead will be one of the decisive factors of 
world history. : 

Whatever the future may hold for the Soviet economy, the lessons 
of its past are clear. Like other dictatorships before it, the Kremlin 
oligarchy has been able to accomplish great feats with the vast 
resources at its command, but only at enormous cost. Deprived of 
political liberty, the Soviet masses have received neither economic 
liberty nor a satisfactory standard of living. Deceived by lies and 
cowed by the secret police, they are powerless, as the fruits of their 
toil are diverted to support the new Soviet aristocracy and to main- 
tain the largest military establishment in the world. The existence 
of freedom and truth anywhere in the world endangers the Krem- 
lin’s rule, for from them may come exposure of the colossal decep- 
tion that is being practiced on the over 210,000,000 citizens under 
Moscow's rule. As the free world struggles to prevent further ad- 
vances by Soviet totalitarianism, it will do well to remember that 
the poverty-stricken masses of the USSR can become our most 
valuable allies if the fog of falsehood and ignorance that obstructs 
their understanding can be swept away. 


APPENDIX 


THE SOVIET ECONOMY 1954-1958 


doe STORMY AND RAPID economic development of the 
Soviet Union during the first 37 years of that country's existence is 
described in detail in the main body of this volume. The develop- 
ments in the years 1954-1958 have been such as to make the subject 
of Soviet economics of greater importance and concern to the world 
than ever before. In this appendix an effort is made to describe 
briefly the chief aspects of Soviet economic development in these 
latter years, an effort facilitated by the greater wealth of economic 
data released by the Soviet Government in recent years.! 

Basking in the glow of the Soviet sputniks, Soviet sources have 
attempted to make it appear that the period considered here has 
been one of steady, rapid progress without significant setbacks. The 
fact of progress appears clear, but any objective evaluation of these 
years must take into account the fact of setbacks, for example the 
impact of the Hungarian Revolution and other forces which re- 
quired the scrapping of the Sixth Five Year Plan in September 1957, 
well before its scheduled end in 1960.? 

Four facets of Soviet economic development during 1954-1958 
seem notable. They are: 


1. The major changes in organization of industry, agriculture, 
and economic planning introduced in 1957 and 1958. 

2. The substantial growth of industrial and agricultural produc- 
tion during this period. 


1A description of the new wealth of Soviet economic statistics released 
during 1956 and 1957 is given in Harry Schwartz, "The Renaissance of Soviet 
Statistics,” Review of Economics and Statistics, May 1958. Much of this data 
is presented in English in the following two publications: Statistical Hand- 
book of the U.S.S.R. (A translation of Narodnoye Khozyaistvo S.S.S.R. with 
introduction, additional tables and annotations by Harry Schwartz) The Con- 
ference Board Studies in Business Economics Number 55, National Industrial 
Conference Board, 1957 and Harry Schwartz, The Soviet Economy 1956-1978, 
Conference Board Studies in Business Economics, Number 60, National In- 
dustrial Conference Board, 1958. 

? Pravda, September 26, 1957. 
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3. The effort made to ease the rigors of Stalinist economic policy 
upon the Soviet people, and to make life more tolerable før them. 

4. The emergence of the Soviet Union, together with Communist 
China and the other nations ruled by governments loyal to Moscow, 
as a significant force in the world economy. This development poses 
significant problems before the West. 

Below, these four developments are considered in turn. 


Reorganization of Economic Organization 


A trend toward decentralization of industrial control was evident 
in 1954-1956. In 1956, for example, only 45 per cent of Soviet indus- 
trial output was accounted for by enterprises directly under the con- 
trol of the national government as against 70 per cent in 1952.3 This 
was largely the result of the transfer of many enterprises, particu- 
larly in light industry, to the control of the union republican, pro- 
vincial, and local authorities. 

In 1957, however, a much more drastic change took place. In- 
dustrial administration was largely shifted to a regional basis and 
almost all central ministries were abolished. More than 100 Councils 
of National Economy (Sovnarkhozy) were formed, each controlling 
most significant enterprises in its area. The economic administrative 
regions so formed usually embraced one province each, though some 
included several provinces and some, in the less industrialized union 
republics, were coincident with union republics. In making this 
change Soviet leaders denounced the inefficiency of the former 
centralized ministria] administration and expressed the hope that by 
shifting more control power closer to the site of production greater 
efficiency would be attained. At the same time Soviet leaders ex- 
pressed fear of the consequences of local officials using their ex- 
panded powers to put local interests ahead of national interests. 


3 Narodnoye Khozyaistoo SSSR v 1956 Godu, Moscow, 1957, p. 47. 

4N. S. Khrushchev's major speech explaining this reorganization appeared in 
Pravda, May 8, 1957, and an English translation will be found in the Current 
Digest of the Soviet Press, June 12, 1957. Experience during the first year of 
this reform showed that the early fears of local officials putting local interests 
first were justified. To curb such activity, the Soviet Government in April 1958 
issued a law providing prison sentences or lesser punishment for officials 
failing to meet obligations toward supplying other regions of the country. Cf. 
Pravda, May 19, 1958. 
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In agriculture, two fundamental organizational changes were made 
during the first half of 1958. The Machine-Tractor Stations were 
largely abolished and converted into local repair depots for farm 
machinery. The machinery owned by the M.T.S. was largely sold 
to the collective farms in a sharp turnabout from the position ex- 
pressed by Stalin in 1952. The justification for this radical change 
was again the great inefficiency and unnecessary cost which had 
been created by the former dual system. But in addition it was 
claimed that the collective farms had become strong enough eco- 
nomically and their members sufficiently devoted to the Soviet sys- 
tem so that they could be entrusted with ownership and control of 
their basic means of production.’ This move required the reorgani- 
zation of the procurement system for farm produce since collective 
farms’ payments in kind for the use of M.T.S. machinery had for- 
merly made up a significant part of these procurements. The solu- 
tion adopted was the wiping out of the former complex system under 
which the government had formerly obtained farm produce. This 
had included requisitions at very low prices, purchases at higher 
prices, and—for some agricultural raw materials—purchases under a 
contract system. Instead there was instituted a uniform purchase 
system with prices differentiated by regions of the country. Only 
the average prices to be paid farms in the country as a whole were 
published, along with the indication that these might be lowered in 
years of good crops and raised in years of poor crops. Use of such 
adjustments seemed obviously a surrogate for the fluctuations of 
prices on free markets where prices tend to fluctuate, other factors 
being equal, inversely to the size of crops? 

Other organizational changes in agriculture during this period in- 
cluded the following: A continued decline in the number of col- 
lective farms—partly because of the continuing merger of smaller 
farms into larger units and partly because of the conversion of some 
collective farms into state farms—from 93,300 at the beginning of 
1954 to about 78,000 at the beginning of 1958. A continued increase 


5 Ibid, February 28 and March 1, 1958. 

8 This decree, published in the Soviet press on July 1, 1958, also altered 
the prices collective farms pay for goods required in production, putting 
them more nearly in a position similar to the favored state farms. 
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in the number, and particularly in the sown acreage, of state farms, 
primarily because of the predominant use of this organizational form 
in the exploitation of the virgin lands. At the beginning of 1958 
there were about 5,800 state farms as against 4,857 four years earlier, 
while their sown acreage rose from 18,236,000 hectares in 1953 to 
35,985,000 hectares in 1956, and even more afterward. During this 
period, too, collective farms were given somewhat more freedom in 
running their own affairs—subject to government plans for delivery 
of produce. The rules requiring collective farmers to work at least a 
certain minimum number of days on the collective fields were tight- 
ened and the minima in general made higher. The size of farmers’ 
private garden plots tended to be reduced, though farmers’ compul- 
sory delivery obligations to the state on the produce of these plots 
were removed effective the beginning of 1958. 

With respect to economic planning, the abolition of most industrial 
ministries in 1957 tended to increase the importance and influence 
of the Gosplan, or State Planning Committee, which serves as the 
chief coordinating body in the economy. The Seven Year Plan, 
covering 1959-1965, was designed to substitute for the scrapped 
Sixth Five Year Plan and the scheduled Seventh Year Plan. In- 
formation available in mid-1958 indicated that the Seven Year Plan 
would cover a smaller number of indexes than customary earlier 
as part of an effort to put more emphasis on planning nearer the 
grassroots, at the level of union republics, provinces, major cities, 
and counties.8 


Soviet Production Growth 


The growth in output of key Soviet industrial commodities during 
1954-1957 is shown below, along with the 1958 goals set by the plan 
for that year and tbe original 1960 goals set by the Sixth Five Year 
Plan. The latter presumably are no longer binding in view of the 
abandonment of that plan. 


1 Ekonomika Selskogo Khozyaistva, No. 2, 1958, p. 5 and Narodnoye 
Khozyaistvo SSSR v 1956 Godu, pp. 106, 146-147. 

8 On the new system of "perspective planning" cf. Promyshlenno-Ekonomi- 
cheskaya Gazeta, May 11, 1958 and the-editorial in Planovoye Khozyaistvo, 
No. 6, 1958. 
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ee —————————— — 
Commodity Unit 1954 1955 1956 1957 1958 1960 
goal goal 
Pig iron mil. met. tons 30.0 33.3 35.8 87.0 89.1 53 
Steel mil met. tons 41.4 45.38 48.6 51.1 58.6 683 
Coal? mil. met. tons 847.1 391.8 429.2 463.4 490.1 593 
Oil mil met. tons 59.8 70.8 83.8 98.3 112.0 135 
Gas bil cub. meters 88 104 18.7 20.2 30.6 40 
Electricity billion kwh 150.6 170.1 192 209.5 281.0 820 
~Fertilizers mil met. tons 81 96 109 117 na 19.6 
Machine tools thousands 102.4 117.1 121.3 130.9 na. 200 
Tractors thousands 135.4 1634 184 203.0 na. 322 
Motor vehicles thousands 408.9 445.3 465 495.4 na. 650 
Trucks thousands 300.9 329.0 358 371.6 na. n.a. 
Freight cars thousands 28.9 344 40 38.3 na. 52 
Grain combines thousands 386 48.0 82 131.1 na. 140 
Cement mil met. tons 19.0 225 249 289 na. 55 
Cotton cloth bil. meters 5.6 5.9 5.5 5.0 na. 7.8 
Woolen cloth mil. meters 243.2 9251.0 968 2982.1 291.5 363 
Leather shoes mil. pair 957.8 2745 289.8 315 342.2 n.a. 
Domestic thousands 94.0 1514 224 308.7 na. 635 
refrigerators 
Washing machines thousands 45.7 87.0 195 877 na. 528 
Sugar mil. met. tons 2.6 3.4 44 45 na. 6.5 
Motorcycles thousands 205.9 244.5 297 334 na. 395 
Bicycles millions 2.4 2.9 3.1 3.3 na. 4.2 


* Includes lignite. n.a. Not available. 
Sources: 1954-1957 production data from annual official Soviet economic reports. 
Goals for 1958 from Pravda, Dec. 20, 1957 and for 1960 from Narodnoye Khozyaistvo 


SSSR. pp. 60-61. 

The Malenkov program for raising the Soviet standard of living 
sharply by 1956 was not accomplished on schedule, being abandoned 
in early 1955 when he was forced to resign as Premier. Soviet in- 
dustry, however, showed its rising capabilities in other fields during 
the period considered here by turning out some of the finest jet 
bombers and jet transport planes in the world, and, in 1957-1958, 
by its accomplishments in the fields of intercontinental ballistic 
missiles and earth satellites. But the strain the rapid tempo of ad- 
vance imposed on the Soviet economy was suggested by the fre- 
quent evidence of capital shortage in the Soviet economy, for ex- 
ample the 1957 long term “postponement” of most Soviet govern- 
ment bond redemption and the decision announced in August 1958 
to cut back on the very expensive hydroelectric program." 

In Soviet agriculture, substantial production gains were achieved 


9 Pravda, August 11, 1958. For earlier evidence of the problems posed by 
capital shortage cf The New York Times, October 20, 1957. 


THE SOVIET ECONOMY 1954-1958 A-5 


during 1954-1958. In large part these reflected the greater incentive 
provided Soviet farmers by higher government prices paid for their 
produce. In part too these gains reflected the partial success, in 1956 
and 1958, of the Khrushchev virgin lands grain program, and of his 
later program greatly to expand Soviet corn plantings. The latter 
was a fiasco in many areas, but in other Soviet areas it succeeded 
in providing enough additional livestock feed to promote the growth 
of livestock herds and, particularly, to permit sharp increases in 
milk production. Data on farm output in this period follow: 


Commodity Unit 1954 1955 1956 1957 1960°° 
Goal 
Grain million metric tons 83.9 103.2 125.5 102.1 180.0 
Raw cotton million metric tons 4.1 3.9 4.4 4.9 6.1 
Sugar beets million metric tons 19.8 3806 394 354 47.1 
Sunflower seed million metric tons 19 3.8 41 na. na. 
Milk million metric tons 38.2 422 49.1 547 842 
Meat? million metric tons 6.3 6.4 6.6 74 128 


* Includes animal fats ** As set by the Sixth Five Year Plan. n.a.—Not available. 
Sources: Based on officlal Soviet data. 


Livestock numbers in the Soviet Union during this period grew as 
follows: 
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{ millions ) 
Cattle .... 55.8 56.7 58.8 61.4 66.7 
Cows 25.2 26.4 27.7 29.0 81.4 
Hogs 33.3 30.7 34.0 40.8 44.3 
Sheep ... 98.9 108.3 108.1 120.1 


Source; Vestnik Statistiki, No. 4, 1958, p. 92. 


Easing The Strain 


From the point of view of the Soviet people, the most important 
economic developments during 1954-1958 were those which eased 
the strain they had worked under in Stalin’s last years and improved 
their material position. Not all developments during this period 
were in this direction, of course, and the virtual cancellation of most 
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government bonds in 1957 was an important step in the opposite 
direction. Nevertheless, it seems fair to conclude that by, say, the 
mid-summer of 1958 there had been significant improvement in 
many areas of Soviet life over the situation four or five years earlier. 
And the Soviet regime was committed publicly to a policy of further 
improvement. 

The key developments in this area may be briefly summarized: 
Although no really significant price reductions were announced by 
the Soviet regime between April 1, 1954 and mid-1958, increased 
production of food and consumer goods permitted Soviet consumers 
to satisfy their demands more adequately than earlier. During these 
years the Soviet Government carried out an internal redistribution 
of income, raising the incomes of collective farmers, raising the 
minimum levels of wages and pensions, and reducing somewhat the 
most extreme inequalities among Soviet workers. The normal work 
week was reduced from 48 to 46 hours, and in 1958 some categories 
of workers—in such key areas as coal mining—began to be put on 
six or seven hour workdays, equivalent to workweeks of 36 or 42 
hours. A very substantial increase of housing construction was 
ordered and began to be executed, with the goal set at ending the 
terrible Soviet housing shortage before 1970. Programs were an- 
nounced to equal United States output of milk, meat, butter, clothes 
and shoes by the early or middle 1960's, and, as noted above, some 
increase in the output of these consumer commodities had been 
achieved by 1958. 

The status of Soviet workers was significantly improved during 
this period by a series of measures which removed or alleviated a 
number of the worst evils of the preceding Stalinist period. Though 
no official statistics on the matter were issued, the available evidence 
indicates that the institution of forced labor was sharply reduced 
with the release of many Soviet citizens and foreigners who had been 
kept in prison for such work. The Soviet worker’s right to change 
his job without permission of his employer was restored. Soviet 
labor unions were ordered to take more interest in defending 
workers’ interests, though not to the extent of calling strikes. At 
least nominally, the authority of Soviet unions and of permanent 
production conferences of workers in Soviet factories and other 
enterprises were enhanced by decrees issued in late 1957 and mid- 
1958. At the time of this writing, it seemed difficult fully to assess 
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the impact of these changes. But it seems clear that significant im- 
provements have taken place in the status of the Soviet worker, 
though he still has far to go before enjoying either the freedom or 
the standard of living of his American counterpart. 


International Economic Relations" 


In 1957 and 1958, there was growing free world concern with the 
question of Communist, particularly Soviet, economic competition. 
Growing Soviet production gave a greater seriousness to considera- 
tion of Communist boasts that the Soviet Union would outstrip the 
United States. The Soviet Union turned to economic aid to under- 
developed non-Communist countries as a means of making political 
gains, and by mid-1958 it had promised about $2,000,000,000 such 
aid, mainly in the form of credits carrying low interest rates and 
easy repayment terms, to India, Egypt, Syria, Indonesia and a num- 
ber of other countries. Soviet trade with the non-Communist world 
increased sharply during this period, and in some commodities— 
notably aluminum in late 1957 and early 1958—Soviet sales below 
market prices caused accusations of “Soviet dumping” to be voiced 
by some affected Western producers. 

Free world trade with the Soviet Union grew as follows in this 
period: 


1953 1954 1955 1956 1957° 

(million dollars) 
Free world exports ong 423.5 576.7 601.6 784.1 999.7 
Free world imports 381.8 500.4 640.3 814.3 1,041.8 


* Preliminary data. 
Source: Statistical Review of East-West Trade 1956-57, Government Printing Office. 
Washington, 1958. p. 2. 


Total Soviet trade turnover, exports plus imports, rose from 23,- 
000,000,000 rubles in 1953 to 29,000,000,000 rubles in 1956 and 
33,000,000,000 rubles in 1957. The great bulk of this trade, how- 
ever, was with other Communist states. In 1956 Soviet foreign trade 
turnover with Communist China was 5,989,000,000 rubles, over one 


10 Helpful sources on the topic treated here are The Sino-Soviet Economic 
Offensive in the Less Developed Countries, Dept. of State Publication 6632, 
Government Printing Office, Washington, May, 1958, and the world survey of 
Soviet economic penetration in The New York Times, July 7, 1958. 
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fifth of all Soviet foreign trade, and with East Germany, 4,790,700,- 
000 rubles. These two countries plus Czechoslovakia accounted for 
nearly half of all Soviet foreign trade in both 1955 and 1956. 

The character of Soviet economic relations with other Communist 
countries changed significantly during this period, particularly after 
the Hungarian Revolution and the Polish near-revolution of October 
and November 1956. Largely as a result of these disturbances, the 
Soviet Union during 1956-1957 granted other Bloc members about 
$1,500,000,000 in long term credits and grants. It also cancelled 
debts, totalling over $1,500,000,000 they owed to the Sovict Union 
and made other concessions as well.!? In this period of late 1956 and 
1957 the Eastern European satellites may have been a net drain on 
the Soviet economy. In the years 1956-1958, a great deal more at- 
tention was paid to the Council for Mutual Economic Assistance, 
and serious efforts were made to employ it as a vehicle for working 
out coordinated economic plans based on a rational division of labor 
among the Soviet Union, the other Eastern European members of 
the Council, and—to a lesser extent—the Asian members of the 
Bloc, particularly Communist China. 


11 Vneshnyaya Torgovlya SSSR za 1956 god, Moscow, 1958, pp. 7-9. This 
was issued as a statistical supplement to the magazine Vneshnyaya Torgovlya. 
12 The Sino-Soviet Economic Offensive. ..., cp. cit., p. 17. 
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prices for, 209 
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Cobalt, 26 
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number of, 113-14, 115, 121, 294, 
306 
obligatory minimum work require- 
ment for members, 315-16 
organization of, 297-300 
peasant evasion of rules, 299, 
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size of, 307-19 
taxation of, 494-95 
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see Marxism 
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Drainage, 341, 343 
Dresses, 450 
Drogobych-Borislav oil area, 23 
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East-West trade (see International 
trade and individual countries ) 
Economic accountability, 196, 486, 
501, 580 
Economic determinism, 72 
Economic development (see also 
Industrialization ) : 
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deficiencies of, 180 
detailed description of, 146-82 
for entire Communist world, 616 
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Electricity on farms, see Electrifica- 
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consumption by use, 241 
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goals for, 242 
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rural, 336, 340, 642 
Elektrostal plant, 248 
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Expenditure pattern of Soviet con- 
sumers, 429, 443, 460 
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Finnic peoples, 27 
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Food and Agricultural Organization, 
597 
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Food products, see individual foods 
"Food rubles,” 540 
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kets 
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conditions in late 19th century, 
49-50, 51-52 
differentiation among, 50, 110 
land seizures by, 104 
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number of, 338 
since 1988, 338 
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Fruits, 874 
Fuels (sce also individual fuels), 226 
Funded commodities, 172, 200 
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Furs, 11, 580, 603 


G 


Galenson, Walter, 553 

Gas, see Natural gas 

Gasoline, 415, 451 

Gas pipe lines, 26 

Gas supply for domestic use, 463 

General Electric Company, 142 

Georgia, see Georgian SSR 

Georgians, 27 

Georgian SSR, 12, 19, 23, 218, 254, 
374 
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332, 363 
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Gross industrial output, see Industrial 
production 
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108, 109, 211-14, 288, 466 
Handicraftsmen, 494, 516 
Health, Ministry of, 432 
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Income tax, see Taxes 
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India, 55, 483, 600, 604, 606-7 
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development): 
before 1860, 53-54 
government encouragement of, 65 
after Peter the Great, 59-62 
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and war, 54 
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1860 to 1917, 66 
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planning for, 174 
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wage policy, see Wages 
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International trade (cont.): 
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Lithuania, see Lithuanian SSR 
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Mining machinery, 231, 234, 266 

Ministries (see also individual 
Ministries ) : 

list of, 185-86 

Minsk, 27 

Mir, 40, 41, 50 
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issuance of, 471, 474, 506, 509 

in Marxist theory, 469-70 
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421, 423, 425, 428, 455, 458, 
460, 461, 466, 572, 629, 641, 
647 
Moscow coal basin, see Mosbas 
Moscow Province, 246, 309 
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number of, 411-12 
prices of, 450 
production of, 272-73, 412 
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Novosibirsk Province, 258 

Novo-Tagil, 248 

Nuclear weapons, see Atomic energy 

Nurses, 465 

oO 

Oats, 39, 651 
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Omsk, 34 
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Onions, 447 
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Pechora basin, 18, 23, 230, 394, 647 
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Persia, see Iran 
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refining, 239 
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Poland, 37, 55, 419, 483, 593, 613, 
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size and distribution, 26-35 
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agricultural and industrial, in 
1920's, 110-11, 112 
of consumer goods by item, 451 
for cotton, 367 
current wholesale, 203 
for farm products after Stalin's 
death, 305 
for flax, 373 
formation of, 449 
of gold, 482 
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in international trade, 575-77 
for livestock, 383 
on livestock products, 387 
1926-27 prices, 130, 131, 132, 203, 
549 
paid by consumers, 439-53, 477 
and planning, 202-10 
revisions of, 159n, 207-8 
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Production function, 154 
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Profit-sharing, 210-11 
Prombazy, 482 
Promsyryeimport, 580 
Property insurance, 514 
Prussia, 61 
Public utilities, 462-63, 499 
Pugachev, 45 
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Radar, 279 
Radio, 421-25 
Radioactive chemistry, 262 
Radio-phonographs, 451 
Radios, 290, 450 
Radium, 25n 
Railroad transport, 7 
connections with satellites, 7 
development of, 63 
distribution of, 391-95 
during Fifth Five-Year Plan, 
399, 400 
freight rates, 401-2 
freight volume, 391, 396, 398, 401, 
404 
future development of, 648 
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96 
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passenger rates, 406 
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technical improvement of, 399, 404 
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Rate and Disputes Commission, 563 
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Raw materials, 143-44 
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Refrigerators, 283, 289, 290, 428, 451 
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Regional specialization, 400, 648 
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Retail trade, 431, 432, 433, 436, 438, 
443, 453 

Revolutions of 1917, 63 

Rice, 12, 477, 651 
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Rifles, 277 

Riga, 34 

Rivers (see also individual rivers), 
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Roads, 413, 414 
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Rockets, 636 
Romanov Dynasty, 36, 37 
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Rubber and synthetic rubber, 143, 
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Ruble, see Money 
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Ryazan, 414 
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Sales tax, see Taxes, turnover tax 
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Salt, 26, 406, 407, 427, 443, 451 
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238, 647 
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Secret police, 100 
Self-sufficiency, see Autarky 
Selpo, 434 
Serfdom: 
abolition of, 46-49 
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in industry, 58-59, 61-62 
Serfs, 39, 45, 46, 62 
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Shales, see Oil shales 
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time transport ) 
Ships, 417-18 
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Siberia, 10, 18, 21, 25, 52, 55, 63, 
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245, 248, 257, 284, 363, 393, 
394, 407, 528, 646 
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Smolensk, 414 
Smuggling, 474 
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25, 165, 166, 218, 224, 282, 236, 
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Soy beans, 12 
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Tadzhikistan, see Tadzhik SSR 
Tadzhiks, 27 
Tadzhik SSR, 218, 868 
Taganrog metallurgical works, 139 
Tagil-Kushvinsk, 21 
Tailoring service, 467 
Tallin, 416 
Tanks, 277 
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Tariffs, 60, 498, 501, 585-88 
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Tashkent, 25, 34 
TASS news agency, 185 
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direct taxes, 501 
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income taxes, 82, 304, 493-96 
local taxes, 498 
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farms, 301-4 
Peter the Great's levies, 57-58 
profits tax, 487, 492-93, 501 
turnover tax, 138, 139, 208, 442, 
444, 487, 489-93, 501, 505 
under Czarism, 41, 48, 44, 51 
Taxi service, 411 
Tax reform of 1930, 490-91 
Tea, 12, 374, 427, 451 
Technical assistance by USSR, 607, 
616, 618, 619 
Technical-industrial-financial plan, 
195-96 
Technology: 
backwardness in, 38-39, 55-56 
development of, in USSR, 217, 622 
imported from abroad, 142-43 
petroleum, 238-40 
Tekhnoeksport, 580 
Tekhnopromimport, 580 
Tekhpromfinplan, see Technical-indus- 
trial-financial plan 
Telegraph system, 421-23 
Telephone system, 421-23 
Teletype, 423 
Television, 421, 425 
Television sets, 283, 290, 428, 450, 
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planning 
Thorez, Maurice, 578 
Thorium, 25n 
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Tiflis, 34 
Tikhvin, 24, 259 
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Tin, 25, 254 
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Tolkachy, see “Pushers” 
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Tomsky, M. P., 534, 555, 556 
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Toz, 297 
Tractors, 266, 270, 271, 272, 279, 
336, 337, 340, 344 
imports of, 142 
Trade, see Domestic trade, Interna- 
tional trade 
Trade agreements, 587-88, 589, 598, 
600, 606 
Trade bank, 505, 512 
Trade, Ministry of, 431, 432, 440 
Trade unions: 
under Czarist regime, 68 
functions of, 560-65 
membership of, 558 
nature of, 554-57 
organization of, 557-60 
and wage determination, 535 
Trans-Caucasus, see Caucasus 
Transmashimport, 580 
Transport: 
freight volume by transport media, 
391 
future development of, 648 
investment in, 131 
setting for, in USSR, 389-91 
Transport equipment, 276, 279 
Transport machinery, 274 
Trans-Siberian railroad, 31, 63, 394, 
898 
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Western Siberia, 12 
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Worker control, 104 
Workers and employees in the na- 
tional economy, see Industrial 
labor 
World Bank, 597 
World Economic Conference, 604 
World War I, 37, 53 
World War II, 6, 102 
effect on agriculture, 335, 338- 39, 
356 
effect on chemical industry, 264 
effect on consumer goods ‘produc- 
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World War II (cont.): 
effect on cotton cloth production, 
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effect on cotton production, 367 
effect on flax production, 372 
effect on housing, 428-29, 456 
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effect on international trade, 594-96 
effect on iron and steel industry, 
250 
effect on labor force, 527-29 
effcct on livestock production, 
376-77, 385 
effect on machinery industry, 267 
effect on mail system, 422 
effect on monetary system, 477-78 
effect on nonferrous metal produc- 
tion, 255, 258, 259 
effect on petroleum output, 234, 
236 
effect on productivity, 549 
effect on public utilities, 463 
effect on railroad transport, 393, 
397 
effect on sugar beet production, 
370 
effect on telephone and telegraph 
system, 493 
industrial production in, 128 
Writers, 494 
Wyler, Julius, 135 
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Yakutsk, 25, 31, 418, 646 
Yaroslavl, 263 

Yaroslav] Province, 246 
"Yarovization," 349 

Yefremov, 263 

Yenisey River, 3, 5, 6, 417, 645 
Yerevan, 263 

Yugoslavia, 578, 612, 613 
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Zanga River, 647 

Zaporozhe aluminum plant, 259 
ZIM, 272 

Zinc, 24, 254, 258-59, 595 

ZIS, 272, 414 

Zveno, see Link 


